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E2SSB 5930 - H AMD
By Representative Cody

ADOPTED 04/ 12/ 2007

Strike everything after the enacting clause and insert the
fol | ow ng:

"USE STATE PURCHASI NG TO | MPROVE HEALTH CARE QUALI TY

NEW SECTION. Sec. 1. (1) The health care authority and the
department of social and health services shall, by Septenber 1, 2007,
develop a five-year plan to change reinbursenent within their health
care prograns to:

(a) Reward quality health outcones rather than sinply paying for
the receipt of particular services or procedures;

(b) Pay for care that reflects patient preference and is of proven
val ue;

(c) Require the use of evidence-based standards of care where
avai |l abl e;

(d) Tie provider rate increases to neasurable inprovenents in
access to quality care;

(e) Direct enrollees to quality care systens;

(f) Better support primary care and provide a nedical honme to al
enrol |l ees through reinbursenent policies that create incentives for
providers to enter and remain in primary care practice and that address
disparities in paynent between specialty procedures and primary care
services; and

(g Pay for e-mail consultations, telenedicine, and telehealth
where doing so reduces the overall cost of care.

(2) In devel opi ng any conponent of the plan that |inks paynment to
health care provider performance, the authority and the departnent
shall work in collaboration with the departnment of health, health
carriers, local public health jurisdictions, physicians and other
health care providers, the Puget Sound health alliance, and other
pur chasers.
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(3) The plan shall (a) 1identify any existing barriers and
opportunities to support inplenentation, including needed changes to
state or federal law, (b) identify the goals the plan is intended to
achi eve and how progress toward those goals wll be neasured; and (c)
be submtted to the governor and the | egislature upon conpletion. The
agencies shall report to the legislature by Septenber 1, 2007. Any
conponent of the plan that |inks paynent to health care provider
performance nust be submtted to the legislature for consideration
prior to inplenentation by the departnent or the authority.

NEW SECTION. Sec. 2. A new section is added to chapter 41.05 RCW
to read as foll ows:

(1) The legislature finds that there is growi ng evidence that, for
preference-sensitive care involving elective surgery, pati ent -
practitioner communication is inproved through the use of high-quality
decision aids that detail the benefits, harnms, and uncertainty of
avai l abl e treatnent options. | mproved conmunication |eads to nore
fully informed patient decisions. The |legislature intends to increase
the extent to which patients nake genuinely informed, preference-based
treatnent decisions, by pronoting public/private collaborative efforts
to broaden the developnent, certification, use, and evaluation of
effective decision aids and by recognition of shared decision naking
and patient decision aids in the state's |laws on infornmed consent.

(2) The health care authority shall inplenment a shared
deci si on- maki ng denonstration project. The denonstration project shall
be conducted at one or nore nultispecialty group practice sites
provi di ng state purchased health care in the state of Washi ngton, and
may i nclude other practice sites providing state purchased health care.
The denonstration project shall include the follow ng el enents:

(a) Incorporation into clinical practice of one or nore decision
aids for one or nore identified preference-sensitive care areas
conbined with ongoing training and support of involved practitioners
and practice teanms, preferably at sites with necessary supportive
heal th i nformation technol ogy;

(b) An evaluation of the inpact of the use of shared decision
maki ng with decision aids, including the use of preference-sensitive
health care services selected for the denonstration project and
expenditures for those services, the inpact on patients, including
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patient understanding of the treatnent options presented and
concordance between patient values and the care received, and patient
and practitioner satisfaction with the shared deci si on- maki ng process;
and

(c) As a condition of participating in the denonstrati on project,
a participating practice site nust bear the cost of selecting,
purchasi ng, and incorporating the chosen decision aids into clinica
practice.

(3) The health care authority may solicit and accept funding and
i n-kind contributions to support the denonstration and eval uation, and
may scale the evaluation to fall within resulting resource paraneters.

Sec. 3. RCW 7.70.060 and 1975-'76 2nd ex.s. ¢ 56 s 11 are each
amended to read as foll ows:

(1) If a patient while legally conmpetent, or his or her
representative if he or she is not conpetent, signs a consent form
which sets forth the followng, the signed consent form shal
constitute prima facie evidence that the patient gave his or her
infornmed consent to the treatnent adm ni stered and the patient has the
burden of rebutting this by a preponderance of the evidence:

(()) (a) A description, in |anguage the patient could reasonably
be expected to understand, of:

(((8))) (i) The nature and character of the proposed treatnent;

((b)y)) (ii) The anticipated results of the proposed treatnent;

((€e)y)) (@(ii) The recognized possible alternative fornms of
treatnent; and

((€))) (iv) The recogni zed serious possible risks, conplications,
and anticipated benefits involved in the treatnent and in the
recogni zed possible alternative fornms of treatnent, i ncl udi ng
nont r eat ment ;

((2)) (b) O as an alternative, a statenent that the patient
elects not to be infornmed of the elenents set forth in (a) of this
subsection (({H—ef—this—seetion)).

(2) If a patient while legally conpetent, or his or her
representative if he or she is not conpetent, signs an acknow edgenent
of shared decision nmaking as described in this section, such
acknow edgenent shall constitute prinma facie evidence that the patient
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gave his or her inforned consent to the treatnent adm nistered and the
patient has the burden of rebutting this by clear and convincing
evi dence. An acknow edgenent of shared deci sion making shall include:

(a) A statenent that the patient, or his or her representative, and
the health care provider have engaged in shared decision making as an
alternative neans of neeting the infornmed consent requirenents set
forth by laws, accreditation standards, and other nandates;

(b) A brief description of the services that the patient and
provider jointly have agreed will be furnished;

(c) A brief description of the patient decision aid or aids that
have been used by the patient and provider to address the needs for (i)
hi gh-quality, up-to-date information about the condition, including
risk and benefits of available options and, if appropriate, a
di scussion of the limts of scientific know edge about outcones; (ii)
values clarification to help patients sort out their values and
preferences; and (iii) guidance or coaching in deliberation, designed
to inprove the patient's involvenent in the decision process;

(d) A statenent that the patient or his or her representative
understands: The risk or seriousness of the disease or condition to be
prevented or treated; the available treatnent alternatives, including
nontreatnment; and the risks, benefits, and uncertainties of the
treatnent alternatives, including nontreatnent; and

(e) A statenent certifying that the patient or his or her
representative has had the opportunity to ask the provider questions,
and to have any questions answered to the patient's satisfaction, and
indicating the patient's intent to receive the identified services.

(3) As used in this section, "shared decision neking" neans a
process in which the physician or other health care practitioner
di scusses with the patient or his or her representative the information
specified in subsection (2) of this section with the use of a patient
decision aid and the patient shares wth the provider such relevant
personal information as m ght make one treatnent or side effect nore or
|l ess tolerable than others.

(4 As used in this section, "patient decision aid" neans a
witten, audio-visual, or online tool that provides a balanced
presentation of the condition and treatnent options, benefits, and
harnms, including, if appropriate, a discussion of the limts of
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scientific know edge about outcones, and that is certified by one or
nore national certifying organizations.

(5) Failure to use a formor to engage in shared deci sion naking,
with or without the use of a patient decision aid, shall not be
adm ssi ble as evidence of failure to obtain infornmed consent. There
shall be no liability, civil or otherwise, resulting froma health care
provider choosing either the signed consent form set forth in
subsection (1)(a) of this section or the signed acknow edgenent of
shared decision neking as set forth in subsection (2) of this section.

PREVENTI ON AND MANAGEMENT OF CHRONI C | LLNESS

NEW SECTION. Sec. 4. A new section is added to chapter 74.09 RCW
to read as foll ows:

(1) The departnent of social and health services, in collaboration
with the departnent of health, shall:

(a) Design and inplenment nedical honmes for its aged, blind, and
di sabled clients in conjunction with chronic care managenent prograns
to i nprove health outcones, access, and cost-effectiveness. Prograns
must be evi dence based, facilitating the use of information technol ogy
to inprove quality of care, nust acknow edge the role of primary care
providers and include financial and other supports to enable these
providers to effectively carry out their role in chronic care
managenent, and nust inprove coordination of primary, acute, and |ong-
term care for those clients with multiple chronic conditions. The
departnent shall consider expansion of existing nedical hone and
chronic care nmanagenent prograns and build on the Wshington state
col l aborative initiative. The departnent shall use best practices in
identifying those clients best served under a chronic care managenent
nmodel wusing predictive nodeling through clainms or other health risk
i nformation; and

(b) Evaluate the effectiveness of current chronic care managenent
efforts in the health and recovery services admnistration and the
aging and disability services admnistration, conparison to best
practices, and recommendations for future efforts and organizationa
structure to inprove chronic care nmanagenent.

(2) For purposes of this section:
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(a) "Medical hone" neans a site of care that provides conprehensive
preventive and coordinated care centered on the patient needs and
assures high quality, accessible, and efficient care.

(b) "Chronic care managenent"” neans the departnent's programthat
provi des care nanagenent and coordination activities for mnedical
assistance clients determned to be at risk for high nedical costs
"Chronic care nmnmanagenent” provides education and training and/or
coordination that assist program participants in inproving self-
managenent skills to inprove health outconmes and reduce nedi cal costs
by educating clients to better utilize services.

NEW SECTION. Sec. 5. A new section is added to chapter 43.70 RCW
to read as foll ows:

(1) The departnent shall conduct a program of training and
techni cal assistance regarding care of people with chronic conditions
for providers of primary care. The program shall enphasi ze evi dence-
based high quality preventive and chronic di sease care. The depart nent
may designate one or nore chronic conditions to be the subject of the
program

(2) The training and techni cal assistance programshall include the
foll ow ng el enents:

(a) dinical information systens and sharing and organi zation of
patient data;

(b) Decision support to pronote evidence-based care;

(c) dinical delivery system design;

(d) Support for patients nmanaging their own conditions; and

(e) ldentification and wuse of comunity resources that are
available in the community for patients and their famlies.

(3) In selecting primary care providers to participate in the
program the departnent shall consider the nunber and type of patients
with chronic conditions the provider serves, and the provider's
participation in the nedicaid program the basic health plan, and
health plans offered through the public enpl oyees' benefits board.

NEW SECTI ON.  Sec. 6. (1) The health care authority, in
col l aboration with the departnent of health, shall design and inpl enent
a chronic care managenent program for state enpl oyees enrolled in the
state's self-insured uni form nmedi cal plan. Prograns nust be evidence
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based, facilitating the use of information technology to inprove
quality of care and nust inprove coordination of primary, acute, and
| ong-term care for those enrollees wth nultiple chronic conditions.
The authority shall consider expansion of existing nedical honme and
chronic care nmanagenent prograns. The authority shall wuse best
practices in identifying those enployees best served under a chronic
care managenent nodel using predictive nodeling through clains or other
health risk information

(2) For purposes of this section:

(a) "Medical hone" neans a site of care that provides conprehensive
preventive and coordinated care centered on the patient needs and
assures high-quality, accessible, and efficient care.

(b) "Chronic care managenent” neans the authority's program that
provi des care managenent and coordination activities for health plan
enrollees determned to be at risk for high nedical costs. "Chronic
care managenent"” provides education and training and/or coordination
that assist program participants in inproving self-nmanagenment skills to
i nprove health outconmes and reduce nedical costs by educating clients
to better utilize services.

Sec. 7. RCW 70.83.040 and 2005 c 518 s 938 are each anended to
read as foll ows:

When notified of positive screening tests, the state departnent of
health shall offer the use of its services and facilities, designed to
prevent nental retardation or physical defects in such children, to the
attending physician, or the parents of the newborn child if no
attendi ng physician can be identified.

The services and facilities of the departnent, and other state and
| ocal agencies cooperating with the departnent in carrying out prograns
of detection and prevention of nental retardation and physical defects
shall be made available to the famly and physician to the extent
required in order to carry out the intent of this chapter and within

the availability of funds. { (Fhe—departrenat—has—the—auther-ty—to
cotHect—areasonabletfee—fromthe parents—or—other—responstble—party
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NEW SECTION. Sec. 8. A new section is added to chapter 70.83 RCW
to read as foll ows:

The departnent has the authority to collect a fee of three dollars
and fifty cents from the parents or other responsible party of each
i nfant screened for congenital disorders as defined by the state board
of health under RCW 70.83.020 to fund specialty clinics that provide
treatnment services for those with the defined disorders. The fee nay
be collected through the facility where a screening specinen is
obt ai ned.

COST AND QUALI TY | NFORMATI ON FOR CONSUMERS AND PROVI DERS

NEW SECTION. Sec. 9. A new section is added to chapter 41.05 RCW
to read as foll ows:

The Washington state quality forum is established within the
authority. 1In collaboration with the Puget Sound health alliance and
ot her | ocal organizations, the forumshall:

(1) Collect and dissem nate research regarding health care quality,
evi dence- based nedi ci ne, and patient safety to pronote best practices,
in collaboration with the technology assessnent program and the
prescription drug program

(2) Coordinate the collection of health care quality data anong
state health care purchasi ng agenci es;

(3) Adopt a set of neasures to evaluate and conpare health care
cost and quality and provider performance;

(4) ldentify and dissemnate information regarding variations in
clinical practice patterns across the state; and

(5) Produce an annual quality report detailing clinical practice
patterns for purchasers, providers, insurers, and policy makers. The
agenci es shall report to the |egislature by Septenber 1, 2007.

NEW SECTION. Sec. 10. A new section is added to chapter 41.05 RCW
to read as foll ows:
(1) The admnistrator shall design and pilot a consuner-centric
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health information infrastructure and the first health record banks
that will facilitate the secure exchange of health information when and
where needed and shall:

(a) Conplete the plan of initial inplenmentation, including but not
limted to determning the technical infrastructure for health record
banks and the account | ocator service, setting criteria and standards
for health record banks, and determ ning oversight of health record
banks;

(b) Inplement the first health record banks in pilot sites as
fundi ng al |l ows;

(c) Involve health care consuners in nmeani ngful ways in the design,
i npl enentation, oversight, and dissemnation of information on the
health record bank system and

(d) Pronote adoption of electronic nedical records and health
i nformati on exchange through continuation of the Wshington health
i nformation coll aborative, and by working with private payors and ot her
organi zations in restructuring reinbursenent to provide incentives for
provi ders to adopt electronic nedical records in their practices.

(2) The admnistrator my establish an advisory board, a
st akehol der conm ttee, and subconmmttees to assist in carrying out the
duties under this section. The adm nistrator may reappoint health
information infrastructure advisory board nenbers to assure continuity
and shall appoint any additional representatives that may be required
for their expertise and experience.

(a) The admnistrator shall appoint the chair of the advisory
board, chairs, and cochairs of the stakeholder commttee, if forned,

(b) Meetings of the board, stakeholder commttee, and any advisory
group are subject to chapter 42.30 RCW the open public neetings act,
i ncluding RCW 42.30.110(1)(l), which authorizes an executive session
during a regular or special neeting to consider proprietary or
confidential nonpublished information; and

(c) The nenbers of the board, stakeholder commttee, and any
advi sory group:

(1) Shall agree to the ternms and conditions inposed by the
adm nistrator regarding conflicts of interest as a condition of
appoi nt ment ;

(1i) Are imune from civil Iliability for any official acts
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performed in good faith as nenbers of the board, stakeholder commttee,
or any advi sory group.

(3) Menbers of the board may be conpensated for participation in
accordance with a personal services contract to be executed after
appoi nt ment and before comrencenent of activities related to the work
of the board. Menbers of the stakeholder conmttee shall not receive
conpensation but shall be rei nbursed under RCW 43. 03. 050 and 43. 03. 060.

(4) The adm nistrator nmay work with public and private entities to
devel op and encourage the use of personal health records which are
portabl e, interoperable, secure, and respectful of patients' privacy.

(5 The admnistrator nmay enter into contracts to issue,
di stribute, and adm nister grants that are necessary or proper to carry
out this section.

Sec. 11. RCW43.70.110 and 2006 ¢ 72 s 3 are each anended to read
as follows:

(1) The secretary shall charge fees to the |icensee for obtaining
a license. After June 30, 1995, nunicipal corporations providing
energency nedical care and transportation services pursuant to chapter
18. 73 RCW shall be exenpt from such fees, provided that such other
energency services shall only be charged for their pro rata share of
the cost of licensure and inspection, if appropriate. The secretary
may wai ve the fees when, in the discretion of the secretary, the fees
woul d not be in the best interest of public health and safety, or when
the fees would be to the financial disadvantage of the state.

(2) Except as provided in ((REW18—79202—untiH—June306—2013—and

: I : Lati . I I i cal | .
accordance—wthROAM18-130-360)) subsection (3) of this section, fees
charged shall be based on, but shall not exceed, the cost to the
departnent for the licensure of the activity or class of activities and
may i nclude costs of necessary inspection.

(3) License fees shall include anpunts in addition to the cost of
licensure activities in the follow ng circunstances:

(a) For registered nurses and licensed practical nurses licensed
under chapter 18.79 RCW support of a central nursing resource center
as provided in RCW 18.79.202, until June 30, 2013;

(b) For all health care providers licensed under RCW 18.130. 040,

Oficial Print - 10 5930- S2. E AMH CODY H3526. 3



© 00 N O Ol WDN P

T e R e e e e e T
© 0o NOoO oA WDN PR O

20
21
22
23
24
25
26
27
28

29
30
31
32
33
34
35
36

the cost of requlatory activities for retired volunteer nedical worker
licensees as provided in RCW18.130. 360; and

(c) For physicians licensed under chapter 18.71 RCW physician
assistants licensed under chapter 18.71A RCW osteopathic physicians
licensed under chapter 18.57 RCW osteopathic physicians' assistants
li censed under chapter 18.57A RCW naturopaths |icensed under chapter
18. 36A RCW podiatrists licensed under chapter 18.22 RCW chiropractors
licensed under chapter 18.25 RCW psychologists licensed under chapter
18.83 RCW reqgistered nurses |licensed under chapter 18.79 RCW
optonetrists |licensed under chapter 18.53 RCW nental health counselors
licensed under chapter 18.225 RCW nmssage therapists |icensed under
chapter 18.108 RCW clinical social workers licensed under chapter
18.225 RCW and acupuncturists licensed under chapter 18.06 RCW the
license fees shall include up to an additional twenty-five dollars to
be transferred by the departnent to the University of WAshington for
the purposes of section 12 of this act.

(4) Departnment of health advisory conmttees may review fees
established by the secretary for |icenses and comment upon the
appropri ateness of the |evel of such fees.

NEW SECTION. Sec. 12. A new section is added to chapter 43.70 RCW
to read as foll ows:

Wthin the anobunts transferred fromthe departnment of health under
RCW 43.70.110(3), the University of Wshington shall, through the
health sciences library, provide online access to selected vital
clinical resources, nedical journals, decision support tools, and
evi dence- based revi ews of procedures, drugs, and devices to the health
professionals listed in RCW 43.70.110(3)(c). Online access shall be
avail able no later than January 1, 20009.

Sec. 13. RCW70.56.030 and 2006 ¢ 8 s 107 are each anmended to read
as follows:

(1) The departnent shall:

(a) Receive and investigate, where necessary, notifications and
reports of adverse events, including root cause anal yses and corrective
action plans submtted as part of reports, and comunicate to
individual facilities the departnment's conclusions, if any, regarding
an adverse event reported by a facility; ((and))
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(b) Provide to the Washington state quality forum established in
section 9 of this act such information fromthe adverse health events
and incidents reports nmade under this chapter as the departnent and the
Washington state quality forumdetermine will assist in the Washi ngton
state quality forum s research regarding health care quality, evidence-
based nedicine, and patient safety. Any shared information nust be
aggregated and not identify an individual nedical facility. As
determ ned by the departnment and the WAshington state quality forum
sel ected shared informati on nmay be di ssem nated on the WAshington state
guality forums web site and through other appropriate neans; and

(c) Adopt rules as necessary to inplenent this chapter.

(2) The departnent may enforce the reporting requirenents of RCW
70.56.020 using ((thet+)) its existing enforcenent authority provided
in chapter 18.46 RCW for childbirth centers, chapter 70.41 RCW for
hospitals, and chapter 71.12 RCWfor psychiatric hospitals.

REDUCI NG UNNECESSARY EMERGENCY ROOM USE

NEW SECTI ON. Sec. 14. The Washington state health care authority
and the departnent of social and health services shall report to the
| egi sl ature by Decenber 1, 2007, on recent trends in unnecessary
energency roomuse by enrollees in state purchased health care prograns
that they adm nister and the uninsured, and then partner with conmmunity
organi zations and | ocal health care providers to design a denonstration
pilot to reduce such unnecessary visits.

NEW SECTION. Sec. 15. A new section is added to chapter 41.05 RCW
to read as foll ows:

In collaboration with the departnment of social and health services,
the admnistrator shall provide all persons enrolled in health plans
under this chapter and chapter 70.47 RCWw th access to a twenty-four
hour, seven day a week nurse hotli ne.

NEW SECTION. Sec. 16. A new section is added to chapter 74.09 RCW
to read as foll ows:

In collaboration with the health care authority, the departnent
shall provide all persons receiving services under this chapter with

access to a twenty-four hour, seven day a week nurse hotline. The

Oficial Print - 12 5930- S2. E AMH CODY H3526. 3



(62 A WDN P

©O© 00 N O

10
11
12

13

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

30
31
32

health care authority and the departnent of social and health services
shall determ ne the nost appropriate way to provide the nurse hotline
under section 15 of this act and this section, which may include use of
the 211 system established in chapter 43.211 RCW

REDUCE HEALTH CARE ADM NI STRATI VE COSTS

NEW SECTION. Sec. 17. By Septenber 1, 2007, the insurance
comm ssi oner shall provide a report to the governor and the |egislature
that identifies the key contributors to health care admnistrative
costs and eval uates opportunities to reduce them including suggested
changes to state law. The report shall be conpleted in collaboration
wWith health care providers, carriers, state health purchasi ng agenci es,
t he Washi ngton heal thcare forum and other interested parties.

COVERACE FOR DEPENDENTS TO AGE TVENTY- FI VE

NEW SECTION. Sec. 18. A new section is added to chapter 41.05 RCW
to read as foll ows:

(1) Any plan offered to enployees under this chapter nust offer
each enployee the option of covering any unmarried dependent of the
enpl oyee under the age of twenty-five.

(2) Any enpl oyee choosi ng under subsection (1) of this section to
cover a dependent who is: (a) Age twenty through twenty-three and not
a registered student at an accredited secondary school, college,
uni versity, vocational school, or school of nursing; or (b) age twenty-
four, shall be required to pay the full cost of such coverage.

(3) Any enpl oyee choosi ng under subsection (1) of this section to
cover a dependent wth disabilities, developnental disabilities, nental
illness, or nental retardation, who is incapable of self-support, may
continue covering that dependent under the sane prem um and paynent
structure as for dependents under the age of twenty, irrespective of
age.

NEW SECTION. Sec. 19. A new section is added to chapter 48.20 RCW
to read as foll ows:
Any disability insurance contract that provides coverage for a
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subscri ber's dependent nust offer the option of covering any unmarried
dependent under the age of twenty-five.

NEW SECTION. Sec. 20. A new section is added to chapter 48.21 RCW
to read as foll ows:

Any group disability insurance contract or blanket disability
i nsurance contract that provides coverage for a participating nenber's
dependent nust offer each participating nenber the option of covering
any unmarri ed dependent under the age of twenty-five.

NEW SECTION. Sec. 21. A new section is added to chapter 48.44 RCW
to read as foll ows:

(1) Any individual health care service plan contract that provides
coverage for a subscriber's dependent nust offer the option of covering
any unmarried dependent under the age of twenty-five.

(2) Any group health care service plan contract that provides
coverage for a participating nenber's dependent nust offer each
participating menber the option of covering any unmarried dependent
under the age of twenty-five.

NEW SECTION. Sec. 22. A new section is added to chapter 48.46 RCW
to read as foll ows:

(1) Any individual health maintenance agreenent that provides
coverage for a subscriber's dependent nust offer the option of covering
any unmarried dependent under the age of twenty-five.

(2) Any group health maintenance agreenent that provides coverage
for a participating nenber's dependent nust offer each participating
menber the option of covering any unmarri ed dependent under the age of
twenty-five.

SUSTAI NABI LI TY AND ACCESS TO PUBLI C PROGRAMS

NEW SECTION. Sec. 23. (1) The departnent of social and health
services shall develop a series of options that require federal waivers
and state plan anmendnents to expand coverage and | everage federal and
state resources for the state's basic health program for the nedica
assi stance program as codified at Title XIX of the federal social
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security act, and the state's children's health insurance program as
codified at Title XXI of the federal social security act. The
departnment shall propose options including but not limted to:

(a) Ofering alternative benefit designs to pronmote high quality
care, inprove health outconmes, and encourage cost-effective treatnent
options and redirect savings to finance additional coverage;

(b) Creation of a health opportunity account denonstration program
for individuals eligible for transitional nedical benefits. Wen a
participant in the health opportunity account denonstration program
satisfies his or her deductible, the benefits provided shall be those
included in the nedicaid benefit package in effect during the period of
t he denonstration program and

(c) Pronoting private health insurance plans and prem um subsi di es
to purchase enpl oyer-sponsored insurance wherever possible, including
f eder al appr oval to expand the departnment's enployer-sponsored
I nsurance pren um assi stance programto enrollees covered through the
state's children's health insurance program

(2) Prior to submtting requests for federal waivers or state plan
anmendnents, the departnent shall consult with and seek input from
st akehol ders and other interested parties.

(3) The departnent of social and health services, in collaboration
with the Washington state health care authority, shall ensure that
enroll ees are not sinultaneously enrolled in the state's basic health
program and the nedical assistance program or the state's children's
heal th insurance programto ensure coverage for the maxi num nunber of
peopl e within avail abl e funds.

NEW SECTION. Sec. 24. A new section is added to chapter 48.43 RCW
to read as foll ows:

When t he departnent of social and health services determ nes that
it is cost-effective to enroll a person eligible for nmedical assistance
under chapter 74.09 RCWin an enpl oyer-sponsored health plan, a carrier
shall permt the enroll nent of the person in the health plan for which
he or she is otherwi se eligible without regard to any open enrol | nent
period restrictions.

REI NSURANCE
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NEW SECTION. Sec. 25. (1) The office of financial managenent, in
col l aboration with the office of the insurance comm ssioner, shall
eval uate options and design a state-supported reinsurance program to
address the inpact of high cost enrollees in the individual and snall
group health insurance markets, and submt an interim report to the
governor and the | egislature by Decenber 1, 2007, and a final report,
including inplenenting legislation and supporting information,
i ncluding financing options, by Septenber 1, 2008. I n designing the
program the office of financial managenent shall:

(a) Estimate the quantitative inpact on prem um savings, prem um
stability over tinme and across groups of enrollees, individual and
enpl oyer take-up, nunber of uninsured, and governnment costs associ at ed

with a governnment-funded stop-loss insurance program including
di stingui shing between one-tinme premum savings and savings in
subsequent years. In evaluating the various reinsurance nodels,

eval uate and consider (i) the reduction in total health care costs to
the state and private sector, and (ii) the reduction in individua
prem uns paid by enployers, enployees, and individuals;

(b) ldentify all relevant design issues and alternative options for
each issue. At a mnimm the evaluation shall examne (i) a
reinsurance corridor of ten thousand dollars to ninety thousand
dollars, and a reinbursenment of ninety percent; (ii) the inpacts of
providing reinsurance for all small group products or a subset of
products; and (iii) the applicability of a chronic care programsuch as
the approach used by the departnment of |abor and industries with the
centers of occupational health and education. Where quantitative
i npacts cannot be estimated, the office of financial managenent shall
assess qualitative inpacts of design issues and their options,
including potential disincentives for reducing premuns, achieving
prem umstability, sustaining/increasing take-up, decreasing the nunber
of uninsured, and managi ng governnent's stop-1lo0ss insurance costs;

(c) ldentify market and regul atory changes needed to naximnm ze the
chance of the program achieving its policy goals, including how the
program wll relate to other coverage prograns and markets. Desi gn
efforts shall coordinate with other design efforts targeting smal
group prograns that nay be directed by the legislature, as well as
ot her approaches exam ning alternatives to managi ng ri sk;
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(d) Address conditions under which overall expenditures could
increase as a result of a governnent-funded stop-loss program and
options to mtigate those conditions, such as passive versus aggressive
use of disease and care managenent prograns by insurers;

(e) Determ ne whether the Washington state health insurance poo
shoul d be retained, and if so, devel op options for additional sources
of fundi ng;

(f) Evaluate, and quantify where possible, the behavioral responses
of insurers to the program including inpacts on insurer prem uns and
practices for settling |legal disputes around |arge clains; and

(g) Provide alternatives for transitioning fromthe status quo and,
where applicable, alternatives for phasing in sone design elenents,
such as threshold or corridor levels, to bal ance governnent costs and
prem um savi ngs.

(2) Wthin funds specifically appropriated for this purpose, the
office of financial managenent may contract with actuaries and other
experts as necessary to neet the requirenents of this section.

THE WASHI NGTON STATE HEALTH | NSURANCE POCOL AND THE BASI C HEALTH PLAN

Sec. 26. RCW48.41.110 and 2001 ¢ 196 s 4 are each anended to read
as follows:

(1) The pool shall offer one or nore care managenent plans of
cover age. Such plans nmay, but are not required to, include point of
service features that permt participants to receive in-network
benefits or out-of-network benefits subject to differential cost

: —)) The pool may incorporate nmanaged care features
into ((sueh)) existing plans.

(2) The admnistrator shall prepare a brochure outlining the
benefits and exclusions of ((the)) pool ((pebey)) policies in plain
| anguage. After approval by the board, such brochure shall be nade
reasonably available to participants or potential participants.

(3) The health insurance ((pelH+ey)) policies issued by the poo
shall pay only reasonable amounts for nedically necessary eligible
health care services rendered or furnished for the diagnosis or
treatnent of covered illnesses, injuries, and conditions ((whiech—are
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not—eotherwse—Hmted—or—excluded) ) . Eligible expenses are the
reasonabl e amounts for the health care services and itens for which
benefits are extended under ((the)) a pool policy. { { Sueh—benebtts

or related ttems:))

(4) The pool shall offer at least two policies, one of which wll
be a conprehensive policy that nust conply with RCW 48.41. 120 and nust
at a mnimuminclude the follow ng services or related itens:

(a) Hospital services, including charges for the nobst comon
sem private room for the nost comon private roomif sem private roons
do not exist in the health care facility, or for the private roomif
nmedi cal |y necessary, ((but—++mted+6)) including no less than a total
of one hundred eighty inpatient days in a cal endar year, and ((Hwted
te)) no less than thirty days inpatient care for nental and nervous
conditions, or alcohol, drug, or chem cal dependency or abuse per
cal endar year;

(b) Professional services including surgery for the treatnent of
injuries, illnesses, or conditions, other than dental, which are
rendered by a health care provider, or at the direction of a health
care provider, by a staff of registered or |icensed practical nurses,
or other health care providers;

(c) ((Fhe—+irst)) No less than twenty outpatient professional
visits for the diagnosis or treatnent of one or nore nental or nervous
conditions or al cohol, drug, or chem cal dependency or abuse rendered
during a cal endar year by one or nore physicians, psychologists, or
comunity nmental health professionals, or, at the direction of a
physician, by other qualified licensed health care practitioners, in
the case of nental or nervous conditions, and rendered by a state
certified chem cal dependency program approved under chapter 70.96A
RCW in the case of alcohol, drug, or chem cal dependency or abuse;

(d) Drugs and contraceptive devices requiring a prescription;

(e) Services of a skilled nursing facility, excluding custodial and
conval escent care, for not ((#ere)) less than one hundred days in a
cal endar year as prescribed by a physician;

(f) Services of a honme health agency;

(g) Chenotherapy, radioisotope, radiation, and nuclear nedicine
t her apy;

(h) Oxygen;
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(1) Anesthesia services;

(j) Prostheses, other than dental;

(k) Durable nedical equipnent which has no personal use in the
absence of the condition for which prescri bed;

(1) D agnostic x-rays and | aboratory tests;

(m Oral surgery ((Hmted+te)) including at | east the foll ow ng:
Fractures of facial bones; excisions of mandibular joints, |esions of
the nmouth, lip, or tongue, tunors, or cysts excluding treatnent for
t enpor omandi bul ar joints; incision of accessory sinuses, nouth salivary
gl ands or ducts; dislocations of the jaw, plastic reconstruction or
repair of traumatic injuries occurring while covered under the pool
and exci sion of inpacted wi sdomteeth;

(n) Maternity care services;

(o) Services of a physical therapist and services of a speech
t her api st ;

(p) Hospice services;

(q) Professional anbulance service to the nearest health care
facility qualified to treat the illness or injury; and

(r) Oher nedical equipnment, services, or supplies required by
physician's orders and nedically necessary and consistent with the
di agnosi s, treatnent, and condition.

((4))) (5) The board shall design and enploy cost containnment
measures and requirenents such as, but not I|imted to, care
coordi nation, provider network limtations, preadm ssion certification,
and concurrent inpatient review which nay nmake the pool nore cost-
ef fective.

((65»)) (6) The pool benefit policy my contain benefit
limtations, excepti ons, and cost shares such as copaynents,
coi nsurance, and deductibles that are consistent with managed care
products, except that differential cost shares may be adopted by the
board for nonnetwork providers under point of service plans. ((Fhe

Hasurance—ecomm-sstoner——however-)) No Ilimtation, exception, or
reduction may be used that would exclude coverage for any disease,
illness, or injury.

((66))) (7) The pool may not reject an individual for health plan
coverage based upon preexisting conditions of the individual or deny,
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exclude, or otherwise Iimt coverage for an individual's preexisting
health conditions; except that it shall inpose a six-nmnonth benefit
wai ting period for preexisting conditions for which nedical advice was
given, for which a health care provider recommended or provided
treatnment, or for which a prudent |ayperson woul d have sought advice or
treatnent, within six nonths before the effective date of coverage.
The preexisting condition waiting period shall not apply to prenata
care services. The pool nmay not avoid the requirenents of this section
through the creation of a newrate classification or the nodification
of an existing rate classification. Credit against the waiting period
shal |l be as provided in subsection ((A)) (8) of this section.

((6H)) (8)(a) Except as provided in (b) of this subsection, the
pool shall credit any preexisting condition waiting period in its plans
for a person who was enrolled at any time during the sixty-three day
period i medi ately preceding the date of application for the new pool
pl an. For the person previously enrolled in a group health benefit
pl an, the pool nust credit the aggregate of all periods of preceding
coverage not separated by nore than sixty-three days toward the waiting
period of the new health plan. For the person previously enrolled in
an individual health benefit plan other than a catastrophic health
pl an, the pool nust credit the period of coverage the person was
continuously covered under the inmedi ately preceding health plan toward
the waiting period of the new health plan. For the purposes of this
subsection, a preceding health plan includes an enpl oyer-provi ded self-
funded heal th pl an.

(b) The pool shall waive any preexisting condition waiting period
for a person who is an eligible individual as defined in section
2741(b) of the federal health insurance portability and accountability
act of 1996 (42 U.S.C. 300gg-41(b)).

((68))) (9) If an application is made for the pool policy as a
result of rejection by a carrier, then the date of application to the
carrier, rather than to the pool, should govern for purposes of
determ ning preexisting condition credit.

(10) The pool shall contract with organi zations that provide care
managenent that has been denonstrated to be effective and shal
encourage enrollees who are eligible for care managenent services to
partici pate.
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Sec. 27. RCW 48.41. 160 and 1987 ¢ 431 s 16 are each anended to
read as foll ows:

(1) {((A—pool—poeliey—otfered—under—this—chapter—shall—contatn

+ssued—shatH—receilvebenelbits+tnaccordance—wth-ROAM48-41-150)) On or
before Decenber 31, 2007, the pool shall cancel all existing pool

policies and replace them with policies that are identical to the
existing policies except for the inclusion of a provision providing for
a gquarantee of the continuity of coverage consistent with this section.
As a neans to mnimze the nunber of policy changes for enroll ees,
replacenent policies provided under this subsection also nay include
the plan nodifications authorized in RCW 48.41.100, 48.41.110, and
48.41. 120.

(2) A pool policy shall contain a guarantee of the individual's
right to continued coverage, subject to the provisions of subsections
(4) and (5) of this section.

(3) The guarantee of continuity of coverage required by this
section shall not prevent the pool from canceling or nonrenewing a
policy for:

(a) Nonpaynent of prem um

(b) Violation of published policies of the pool;

(c) Failure of a covered person who becones eligible for nedicare
benefits by reason of age to apply for a pool nedical supplenent plan,
or a nedicare supplenent plan or other simlar plan offered by a
carrier pursuant to federal laws and requl ati ons;

(d) Failure of a covered person to pay any deductible or copaynent
anobunt owed to the pool and not the provider of health care services;
(e) Covered persons conmmtting fraudulent acts as to the pool;

(f) Covered persons materially breaching the pool policy; or

(g) Changes adopted to federal or state | aws when such changes no
| onger permt the continued offering of such coverage.

(4)(a) The guarantee of continuity of coverage provided by this
section requires that if the pool replaces a plan, it nust nake the
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replacenent plan available to all individuals in the plan being
repl aced. The replacenent plan nmust include all of the services
covered under the replaced plan, and nust not significantly limt
access to the kind of services covered under the replacenent plan
t hr ough unreasonabl e cost-sharing requirenents or otherw se. The pool
may also allow individuals who are covered by a plan that is being
replaced an unrestricted right to transfer to a fully conparable plan.

(b) The gquarantee of continuity of coverage provided by this
section requires that if the pool discontinues offering a plan: (i)
The pool nust provide notice to each individual of the discontinuation
at least ninety days prior to the date of the discontinuation; (ii) the

pool nust offer to each individual provided coverage under the
di scontinued plan the option to enroll in any other plan currently
offered by the pool for which the individual is otherwise eliqgible;: and

(iii) in exercising the option to discontinue a plan and in offering
the option of coverage under (b)(ii) of this subsection, the pool nust
act uniformy without regard to any health status-related factor of
enrolled individuals or individuals who nmay becone eligible for this
cover age.

(c) The pool cannot replace a plan under this subsection until it
has conpleted an evaluation of the inpact of replacing the plan upon:

(i) The cost and quality of care to pool enrollees;

(ii) Pool financing and enroll nent;

(iii) The board's ability to offer conprehensive and other plans to

its enroll ees;

(iv) OGher itens identified by the board.

In its evaluation, the board nust request input from the
constituents represented by the board nenbers.

(d) The gquarantee of continuity of coverage provided by this
section does not apply if the pool has zero enrollnent in a plan.

(5) The pool may not change the rates for pool policies except on
a class basis, with a clear disclosure in the policy of the pool's
right to do so.

((3))) (B6) A pool policy offered under this chapter shall provide
that, upon the death of the individual in whose nane the policy is
i ssued, every other individual then covered under the policy may el ect,
within a period specified in the policy, to continue coverage under the
same or a different policy.
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Sec. 28. RCW48.41.200 and 2000 ¢ 79 s 17 are each anmended to read
as follows:

(1) The pool shall determne the standard risk rate by cal cul ating
t he average individual standard rate charged for coverage conparable to
pool coverage by the five largest nenbers, neasured in terns of
i ndi vi dual market enrollnent, offering such coverages in the state. In
the event five nenbers do not offer conparable coverage, the standard
risk rate shall be established using reasonable actuarial techniqgues
and shall reflect anticipated experience and expenses for such coverage
in the individual nmarket.

(2) Subject to subsection (3) of this section, maxinmum rates for
pool coverage shall be as follows:

(a) Maximum rates for a pool indemity health plan shall be one
hundred fifty percent of the rate cal cul ated under subsection (1) of
this section;

(b) Maximum rates for a pool care managenent plan shall be one
hundred twenty-five percent of the rate cal cul ated under subsection (1)
of this section; and

(c) Maximumrates for a person eligible for pool coverage pursuant
to RCW48.41.100(1)(a) who was enrolled at any tine during the sixty-
three day period i mediately prior to the date of application for pool
coverage in a group health benefit plan or an individual health benefit
pl an other than a catastrophic health plan as defined in RCW48. 43. 005,
where such coverage was continuous for at |east eighteen nonths, shal
be:

(1) For a pool indemity health plan, one hundred twenty-five
percent of the rate calculated under subsection (1) of this section
and

(11) For a pool care managenent plan, one hundred ten percent of
the rate cal cul ated under subsection (1) of this section.

(3)(a) Subject to (b) and (c) of this subsection:

(i) The rate for any person ((aged—F+ity—to—sixty—Ffour)) whose
current gross famly incone is less than two hundred fifty-one percent
of the federal poverty level shall be reduced by thirty percent from
what it woul d ot herw se be;

(i) The rate for any person ((aged—+iftyto—sixty-—four)) whose

current gross famly inconme is nore than two hundred fifty but |ess
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than three hundred one percent of the federal poverty level shall be
reduced by fifteen percent fromwhat it would otherw se be;

(iii) The rate for any person who has been enrolled in the pool for
nore than thirty-six nmonths shall be reduced by five percent from what
it would otherw se be.

(b) I'n no event shall the rate for any person be |ess than one
hundred ten percent of the rate cal cul ated under subsection (1) of this
section.

(c) Rate reductions under (a)(i) and (ii) of this subsection shal
be available only to the extent that funds are specifically
appropriated for this purpose in the ommibus appropriations act.

Sec. 29. RCW48.41.037 and 2000 ¢ 79 s 36 are each anended to read
as follows:
The Washington state health insurance pool account is created in

the custody of the state treasurer. Al receipts from noneys
specifically appropriated to the account mnust be deposited in the
account . Expenditures from this account shall be used to cover

deficits incurred by the Washi ngton state health insurance pool under
this chapter in excess of the threshold established in this section

To the extent funds are available in the account, funds shall be
expended from the account to offset that portion of the deficit that
woul d otherwi se have to be recovered by inposing an assessnment on
menbers in excess of a threshold of seventy cents per insured person

per nonth. The comm ssioner shall authorize expenditures from the
account, to the extent that funds are available in the account, upon
certification by the pool board that assessnents wll exceed the

threshol d | evel established in this section. The account is subject to
the all ot ment procedures under chapter 43.88 RCW but an appropriation
is not required for expenditures.

Whet her the assessnent has reached the threshold of seventy cents
per insured person per nonth shall be determ ned by dividing the total
aggregate anpunt of assessnent by the proportion of total assessed
nmenbers. Thus, stop loss nenbers shall be counted as one-tenth of a
whole nenber in the denom nator given that is the anpunt they are
assessed proportionately relative to a fully insured nedical nenber.
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Sec. 30. RCW48.41.100 and 2001 ¢ 196 s 3 are each anmended to read
as follows:

(1) The following persons who are residents of this state are
eligible for pool coverage:

(a) Any person who provides evidence of a carrier's decision not to
accept himor her for enrollnment in an individual health benefit plan
as defined in RCW 48. 43. 005 based upon, and within ninety days of the
receipt of, the results of the standard heal th questi onnaire desi gnated
by the board and adm nistered by health carriers under RCW 48. 43. 018;

(b) Any person who continues to be eligible for pool coverage based
upon the results of the standard health questionnaire designated by the
board and adm ni stered by the pool adm nistrator pursuant to subsection
(3) of this section;

(c) Any person who resides in a county of the state where no
carrier or insurer eligible under chapter 48.15 RCW offers to the
public an individual health benefit plan other than a catastrophic
health plan as defined in RCW48.43.005 at the tinme of application to
t he pool, and who makes direct application to the pool; and

(d) Any nedicare eligible person wupon providing evidence of
rejection for nedical reasons, a requirenent of restrictive riders, an
up-rated premum or a preexisting conditions |[imtation on a nedicare
suppl enental insurance policy under chapter 48.66 RCW the effect of
which is to substantially reduce coverage from that received by a
person considered a standard risk by at |east one nenber within six
nmont hs of the date of application.

(2) The follow ng persons are not eligible for coverage by the
pool :

(a) Any person having term nated coverage in the pool unless (i)
twel ve nonths have | apsed since termnation, or (ii) that person can
show conti nuous ot her coverage which has been involuntarily term nated
for any reason other than nonpaynent of prem uns. However, these
excl usions do not apply to eligible individuals as defined in section
2741(b) of the federal health insurance portability and accountability
act of 1996 (42 U.S.C. Sec. 300gg-41(b));

(b) Any person on whose behalf the pool has paid out ((ene)) two
mllion dollars in benefits;

(c) Inmates of public institutions and persons whose benefits are
dupl i cated under public prograns. However, these exclusions do not
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apply to eligible individuals as defined in section 2741(b) of the
federal health insurance portability and accountability act of 1996 (42
U S. C. Sec. 300gg-41(b));

(d) Any person who resides in a county of the state where any
carrier or insurer regulated under chapter 48.15 RCW offers to the
public an individual health benefit plan other than a catastrophic
health plan as defined in RCW48.43.005 at the tinme of application to
the pool and who does not qualify for pool coverage based upon the
results of the standard health questionnaire, or pursuant to subsection
(1)(d) of this section.

(3) When a carrier or insurer regulated under chapter 48.15 RCW
begins to offer an individual health benefit plan in a county where no
carrier had been offering an individual health benefit plan:

(a) If the health benefit plan offered is other than a catastrophic
health plan as defined in RCW48. 43. 005, any person enrolled in a pool
pl an pursuant to subsection (1)(c) of this section in that county shal
no longer be eligible for coverage under that plan pursuant to
subsection (1)(c) of this section, but may continue to be eligible for
pool coverage based upon the results of the standard health
gquestionnaire designated by the board and adm nistered by the pool
adm ni strator. The pool adm nistrator shall offer to adm nister the
guestionnaire to each person no longer eligible for coverage under
subsection (1)(c) of this section within thirty days of determ ning
that he or she is no |onger eligible;

(b) Losing eligibility for pool coverage under this subsection (3)
does not affect a person's eligibility for pool coverage under
subsection (1)(a), (b), or (d) of this section; and

(c) The pool admnistrator shall provide witten notice to any
person who is no |onger eligible for coverage under a pool plan under
this subsection (3) wthin thirty days of the admnistrator's
determ nation that the person is no longer eligible. The notice shall:
(i) Indicate that coverage under the plan will cease ninety days from
the date that the notice is dated; (ii) describe any other coverage
options, either in or outside of the pool, available to the person;
(ti1) describe the procedures for the admnistration of the standard
health questionnaire to determne the person's continued eligibility
for coverage under subsection (1)(b) of this section; and (iv) describe
the enrol |l ment process for the avail abl e options outside of the pool.
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(4) The board shall ensure that an independent analysis of the
eligibility standards for the pool coverage is conducted, including
exam ning the eight percent eligibility threshold, eligibility for
nedicaid enrollees and other publicly sponsored enrollees, and the
i npacts on the pool and the state budget. The board shall report the
findings to the legislature by Decenber 1, 2007.

Sec. 31. RCW48.41.120 and 2000 ¢ 79 s 14 are each anmended to read
as follows:

(1) Subject to the limtation provided in subsection (3) of this
section, ((a&)) the conprehensive pool policy offered ((+hr—accordance
wHh)) under RCW 48.41.110((3)})) (4) shall inpose a deductible as
provided in this subsection. Deductibles of five hundred dollars and
one thousand dollars on a per person per calendar year basis shall
initially be offered. The board may authorize deductibles in other
anounts. The deductible shall be applied to the first five hundred
dol I ars, one thousand dollars, or other authorized anmount of eligible
expenses incurred by the covered person.

(2) Subject to the limtations provided in subsection (3) of this
section, a nmandatory coinsurance requirenent shall be inposed at
((the)) arate ((ef)) not to exceed twenty percent of eligible expenses
in excess of the mandatory deductible and which supports the efficient
delivery of high quality health care services for the nedica
conditions of pool enrollees.

(3) The naxi mum aggregate out of pocket paynents for eligible
expenses by the insured in the form of deductibles and coinsurance
under ((a)) the conprehensive pool policy offered ((+Hhr—aceoerdance
wi-th) ) under RCW 48.41.110((&3))) (4) shall not exceed in a cal endar
year:

(a) One thousand five hundred dollars per individual, or three
t housand dollars per famly, per calendar year for the five hundred
dol |l ar deducti bl e policy;

(b) Two thousand five hundred dollars per individual, or five
t housand dollars per famly per calendar year for the one thousand
dol I ar deducti bl e policy; or

(c) An anount authorized by the board for any other deductible

policy.
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(4) Except for those enrolled in a high deductible health plan
qualified under federal law for use with a health savings account,
eligible expenses incurred by a covered person in the |ast three nonths
of a calendar year, and applied toward a deductible, shall also be
applied toward the deductible anmount in the next cal endar year.

(5) The board nmay nodify cost-sharing as an incentive for enrollees
to participate in care nanagenent services and other cost-effective
prograns and policies.

Sec. 32. RCW48.43.005 and 2006 ¢ 25 s 16 are each anmended to read
as follows:

Unl ess otherwi se specifically provided, the definitions in this
section apply throughout this chapter.

(1) "Adjusted comunity rate" neans the rating nethod used to
establish the premumfor health plans adjusted to reflect actuarially
denonstrated differences in wutilization or cost attributable to
geographic region, age, famly size, and use of wellness activities.

(2) "Basic health plan" neans the plan described under chapter
70.47 RCW as revised fromtinme to tine.

(3) "Basic health plan nodel plan" neans a health plan as required
in RCW 70. 47.060(2) (e).

(4) "Basic health plan services" neans that schedule of covered
heal th services, including the description of how those benefits are to
be adm ni stered, that are required to be delivered to an enroll ee under
the basic health plan, as revised fromtine to tine.

(5) "Catastrophic health plan" neans:

(a) In the case of a contract, agreenent, or policy covering a
single enrollee, a health benefit plan requiring a calendar year
deductible of, at a mninmum one thousand ((#+—+e)) seven hundred fifty
dol l ars and an annual out-of-pocket expense required to be paid under
the plan (other than for premuns) for covered benefits of at |east
three thousand five hundred dollars, both amunts to be adjusted
annual ly by the insurance conmm ssioner; and

(b) I'n the case of a contract, agreenent, or policy covering nore
than one enrollee, a health benefit plan requiring a cal endar year
deductible of, at a mninmm three thousand five hundred dollars and an
annual out - of - pocket expense required to be paid under the plan (other
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than for premuns) for covered benefits of at least ((Hve)) six
t housand ((#+ve—-hundred)) dollars, both anobunts to be adjusted annually
by the insurance conm ssioner; or

(c) Any health benefit plan that provides benefits for hospita
i npati ent and outpatient services, professional and prescription drugs
provided in conjunction with such hospital inpatient and outpatient
services, and excludes or substantially limts outpatient physician
services and those services usually provided in an office setting.

In July, 2008, and in each July thereafter, the insurance
conm ssioner shall adjust the mninmm deductible and out-of-pocket
expense required for a plan to qualify as a catastrophic plan to
reflect the percentage change in the consuner price index for nedica
care for a preceding twelve nonths, as determned by the United States
departnent of |abor. The adjusted anobunt shall apply on the foll ow ng
January 1st.

(6) "Certification" neans a determ nation by a review organi zation
that an adm ssion, extension of stay, or other health care service or
procedure has been reviewed and, based on the information provided,
nmeets the clinical requirenents for nedical necessity, appropriateness,
| evel of care, or effectiveness under the auspices of the applicable
heal th benefit plan.

(7) "Concurrent review' neans utilization review conducted during
a patient's hospital stay or course of treatnent.

(8) "Covered person"” or "enrollee" neans a person covered by a

health plan including an enrollee, subscri ber, pol i cyhol der,
beneficiary of a group plan, or individual covered by any other health
pl an.

(9) "Dependent" neans, at a mninum the enrollee's |egal spouse
and unmarried dependent children who qualify for coverage under the
enrollee's health benefit plan.

(10) "Eligible enpl oyee” neans an enpl oyee who works on a full-tine
basis wth a normal work week of thirty or nore hours. The term
includes a self-enployed individual, including a sole proprietor, a
partner of a partnership, and may include an independent contractor, if
the sel f-enpl oyed individual, sole proprietor, partner, or independent
contractor is included as an enpl oyee under a health benefit plan of a
smal | enpl oyer, but does not work less than thirty hours per week and
derives at |east seventy-five percent of his or her incone froma trade
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or business through which he or she has attenpted to earn taxable
incone and for which he or she has filed the appropriate interna
revenue service form Persons covered under a health benefit plan
pursuant to the consolidated omi bus budget reconciliation act of 1986
shall not be considered eligible enployees for purposes of mninum
participation requirenments of chapter 265, Laws of 1995.

(11) "Enmergency nedical condition" neans the energent and acute
onset of a synptom or synptons, including severe pain, that would | ead
a prudent |ayperson acting reasonably to believe that a health
condition exists that requires imedi ate nedical attention, if failure
to provide nedical attention would result in serious inpairnment to
bodily functions or serious dysfunction of a bodily organ or part, or
woul d pl ace the person's health in serious jeopardy.

(12) "Energency services" neans otherwi se covered health care
services nedically necessary to evaluate and treat an energency nedi cal
condition, provided in a hospital energency departnent.

(13) "Enrollee point-of-service cost-sharing"” neans anounts paid to
health carriers directly providing services, health care providers, or
health care facilities by enrollees and nmay include copaynents,
coi nsurance, or deducti bl es.

(14) "Gievance" neans a witten conplaint submtted by or on
behalf of a covered person regarding: (a) Denial of paynent for
medi cal services or nonprovision of nedical services included in the
covered person's health benefit plan, or (b) service delivery issues
ot her than denial of paynent for nedical services or nonprovision of
medi cal services, including dissatisfaction with nedical care, waiting
time for nmedical services, provider or staff attitude or deneanor, or
di ssatisfaction with service provided by the health carrier.

(15) "Health care facility" or "facility" means hospices |icensed
under chapter 70.127 RCW hospitals licensed under chapter 70.41 RCW
rural health care facilities as defined in RCW 70.175. 020, psychiatric
hospitals |icensed under chapter 71.12 RCW nursing hones |icensed
under chapter 18.51 RCW comunity nmental health centers |icensed under
chapter 71.05 or 71.24 RCW kidney disease treatnment centers |icensed
under chapter 70.41 RCW anbul atory diagnostic, treatnent, or surgical
facilities licensed under chapter 70.41 RCW drug and al cohol treatnent
facilities licensed under chapter 70.96A RCW and hone heal th agencies
i censed under chapter 70.127 RCW and includes such facilities if
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owned and operated by a political subdivision or instrunentality of the
state and such other facilities as required by federal Iaw and
i npl enmenting regul ati ons.

(16) "Health care provider"” or "provider" neans:

(a) A person regulated under Title 18 or chapter 70.127 RCW to
practice health or health-related services or otherw se practicing
health care services in this state consistent with state |aw, or

(b) An enployee or agent of a person described in (a) of this
subsection, acting in the course and scope of his or her enploynent.

(17) "Health care service" neans that service offered or provided
by health care facilities and health care providers relating to the
prevention, cure, or treatnment of illness, injury, or disease.

(18) "Health carrier”™ or "carrier" neans a disability insurer
regul ated under chapter 48.20 or 48.21 RCW a health care service
contractor as defined in RCW 48.44.010, or a health nmaintenance
organi zation as defined in RCW48. 46. 020.

(19) "Health plan" or "health benefit plan" neans any policy,
contract, or agreenent offered by a health carrier to provide, arrange,
rei nburse, or pay for health care services except the foll ow ng:

(a) Long-term care insurance governed by chapter 48.84 RCW

(b) Medicare supplenental health insurance governed by chapter
48. 66 RCW

(c) Coverage supplenental to the coverage provided under chapter
55, Title 10, United States Code;

(d) Limted health care services offered by limted health care
service contractors in accordance with RCW 48. 44. 035;

(e) Disability incone;

(f) Coverage incidental to a property/casualty liability insurance
policy such as autonobile personal injury protection coverage and
homeowner guest nedi cal ;

(g) Workers' conpensation coverage;

(h) Accident only coverage;

(1) Specified disease and hospital confinenment indemity when
mar keted solely as a supplenent to a health plan;

(j) Enpl oyer-sponsored sel f-funded heal th pl ans;

(k) Dental only and vision only coverage; and

(1) Plans deened by the insurance comm ssioner to have a short-term
[imted purpose or duration, or to be a student-only plan that is
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guar anteed renewabl e while the covered person is enrolled as a regul ar
full-time undergraduate or graduate student at an accredited higher
education institution, after a witten request for such classification
by the carrier and subsequent witten approval by the insurance
conm ssi oner.

(20) "Material nodification" neans a change in the actuarial value
of the health plan as nodified of nore than five percent but |ess than
fifteen percent.

(21) "Preexisting condition" neans any nedical condition, illness,
or injury that existed any tine prior to the effective date of
cover age.

(22) "Prem unmt means all sums charged, received, or deposited by a
health carrier as consideration for a health plan or the conti nuance of

a health plan. Any assessnent or any "nmenbership,” "policy,"
"contract," "service," or simlar fee or charge nade by a health
carrier in consideration for a health plan is deened part of the
premum "Premunt shall not include amobunts paid as enroll ee point-

of - servi ce cost-sharing.

(23) "Review organization" nmeans a disability insurer regulated
under chapter 48.20 or 48.21 RCW health care service contractor as
defined in RCW48. 44. 010, or health nai ntenance organi zati on as defi ned
in RCW48. 46. 020, and entities affiliated wth, under contract with, or
acting on behalf of a health carrier to performa utilization review

(24) "Small enployer” or "small group"” neans any person, firm
corporation, partnership, association, political subdivision, sole
proprietor, or self-enployed individual that is actively engaged in
busi ness that, on at least fifty percent of its working days during the
precedi ng cal endar quarter, enployed at least two but no nore than
fifty eligible enployees, with a normal work week of thirty or nore
hours, the majority of whomwere enployed within this state, and is not
formed primarily for purposes of buying health insurance and in which
a bona fide enpl oyer-enpl oyee relationship exists. In determning the
nunber of eligible enployees, conpanies that are affiliated conpani es,
or that are eligible to file a conbined tax return for purposes of
taxation by this state, shall be considered an enpl oyer. Subsequent to
the issuance of a health plan to a snmall enployer and for the purpose
of determining eligibility, the size of a small enployer shall be
determ ned annually. Except as otherwi se specifically provided, a

Oficial Print - 32 5930- S2. E AMH CODY H3526. 3



©O© 00 N O Ol WDN P

W NNNNNMNNMNNNMNNNRRRRRERRRR R
O © 0O N O UM WNEREROOOONOOONMNWNLERO

31
32
33
34
35
36
37

smal | enpl oyer shall continue to be considered a small enployer unti
the plan anniversary following the date the small enployer no |onger
nmeets the requirenents of this definition. A self-enployed individual
or sole proprietor nust derive at |east seventy-five percent of his or
her income from a trade or business through which the individual or
sole proprietor has attenpted to earn taxable inconme and for which he
or she has filed the appropriate internal revenue service form 1040
schedule C or F, for the previous taxable year except for a self-
enpl oyed individual or sole proprietor in an agricultural trade or
busi ness, who nust derive at |east fifty-one percent of his or her
incone fromthe trade or business through which the individual or sole
proprietor has attenpted to earn taxable incone and for which he or she
has filed the appropriate internal revenue service form 1040, for the
previ ous taxable year. A self-enployed individual or sole proprietor
who is covered as a group of one on the day prior to June 10, 2004,
shall also be considered a "small enployer” to the extent that
i ndi vidual or group of one is entitled to have his or her coverage
renewed as provided in RCW48. 43. 035(6) .

(25) "Uilization review' neans the prospective, concurrent, or
retrospective assessnent of the necessity and appropriateness of the
allocation of health care resources and services of a provider or
facility, given or proposed to be given to an enrollee or group of
enrol | ees.

(26) "Wellness activity" means an explicit programof an activity
consistent wth departnment of health guidelines, such as, snoking
cessation, injury and acci dent prevention, reduction of alcohol m suse,
appropriate weight reduction, exercise, autonobile and notorcycle
safety, blood cholesterol reduction, and nutrition education for the
pur pose of inproving enrollee health status and reducing health service
costs.

Sec. 33. RCW 48.41.190 and 1989 c¢c 121 s 10 are each anended to
read as foll ows:

((Ne
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’ | ; Y | et ointl y))  The
pool, nenbers of the pool, board directors of the pool, officers of the
pool, enployees of the pool, the comm ssioner, the conm ssioner's
representatives, and the conm ssioner's enployees shall not be civilly
or crimnally liable and shall not have any penalty or cause of action
of any nature arise against them for any action taken or not taken,
including any discretionary decision or failure to make a discretionary
deci sion, when the action or inaction is done in good faith and in the
performance of the powers and duties under this chapter. Nothing in
this section prohibits |legal actions against the pool to enforce the
pool's statutory or contractual duties or obligations.

Sec. 34. RCW41.05.075 and 2006 ¢ 103 s 3 are each anended to read
as follows:

(1) The adm nistrator shall provide benefit plans designed by the
board through a contract or contracts with insuring entities, through
sel f-fundi ng, self-insurance, or other nethods of providing insurance
coverage aut horized by RCW 41. 05. 140.

(2) The adm nistrator shall establish a contract bidding process
t hat :

(a) Encourages conpetition anong insuring entities;

(b) Miintains an equitable relationship between prem uns charged
for simlar benefits and between risk pools including premuns charged
for retired state and school district enpl oyees under the separate risk
pools established by RCW 41.05.022 and 41.05.080 such that insuring
entities may not avoid risk when establishing the premum rates for
retirees eligible for nmedicare;

(c) Istinmely to the state budgetary process; and

(d) Sets conditions for awarding contracts to any insuring entity.

(3) The adm nistrator shall establish a requirenment for review of
utilization and financial data fromparticipating insuring entities on
a quarterly basis.

(4) The adm nistrator shall centralize the enrollnment files for al
enpl oyee and retired or disabled school enployee health plans offered
under chapter 41.05 RCW and devel op enrol | ment denographics on a pl an-
speci fi c basis.

(5) Al claims data shall be the property of the state. The
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adm nistrator may require of any insuring entity that submts a bid to

contract for coverage all information deened necessary incl uding:
(a) Subscriber or nmenber denographic and clains data necessary for
ri sk assessnent and adjustnent calculations in order to fulfill the

admnistrator's duties as set forth in this chapter; and

(b) Subscriber or nenber denographic and clains data necessary to
i npl ement performance neasures or financial incentives related to
performance under subsection (7) of this section.

(6) Al contracts with insuring entities for the provision of
health care benefits shall provide that the beneficiaries of such
benefit plans may use on an equal participation basis the services of
practitioners |licensed pursuant to chapters 18.22, 18.25, 18.32, 18.53,
18.57, 18.71, 18.74, 18.83, and 18.79 RCW as it applies to registered
nurses and advanced regi stered nurse practitioners. However, nothing
in this subsection may preclude the adm nistrator from establishing
appropriate utilization controls approved pursuant to RCW41. 05. 065(2)
(a), (b), and (d).

(7) The admnistrator shall, in collaboration with other state
agenci es that adm nister state purchased health care prograns, private
health care purchasers, health <care facilities, providers, and
carriers:

(a) Use evidence-based nedicine principles to develop common
performance neasures and inplenent financial incentives in contracts
with insuring entities, health care facilities, and providers that:

(1) Reward inprovenents in health outconmes for individuals wth
chronic diseases, increased utilization of appropriate preventive
heal th services, and reductions in nmedical errors; and

(i1) Increase, through appropriate incentives to insuring entities,
health care facilities, and providers, the adoption and use of
information technology that contributes to inproved health outcones,
better coordination of care, and decreased nedical errors;

(b) Through state health purchasing, reinbursenent, or pilot
strategies, pronote and increase the adoption of health information
technol ogy systens, including electronic nedical records, by hospitals
as defined in RCW 70.41.020(4), integrated delivery systens, and
provi ders that:

(i) Facilitate diagnosis or treatnent;

(11) Reduce unnecessary duplication of nedical tests;
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(1i1) Pronote efficient electronic physician order entry;

(iv) Increase access to health information for consuners and their
provi ders; and

(v) Inprove health outcones;

(c) Coordinate a strategy for the adoption of health information
technol ogy systens using the final health information technol ogy report
and recomendati ons devel oped under chapter 261, Laws of 2005.

(8) The admnistrator nmay permt the Washington state health
insurance pool to contract to utilize any network maintained by the
authority or any network under contract with the authority.

Sec. 35. RCW70.47.020 and 2005 c 188 s 2 are each anended to read
as follows:

As used in this chapter:

(1) "Washington basic health plan" or "plan" neans the system of
enrol | ment and paynment for basic health care services, adm nistered by
the plan admnistrator through participating managed health care
systens, created by this chapter.

(2) "Admnistrator” neans the Wshington basic health plan
adm nistrator, who also holds the position of adm nistrator of the
Washi ngton state health care authority.

(3) "Health coverage tax credit program neans the program created
by the Trade Act of 2002 (P.L. 107-210) that provides a federal tax
credit that subsidizes private health insurance coverage for displaced
workers certified to receive certain trade adjustnent assistance
benefits and for individuals receiving benefits from the pension
benefit guaranty corporation.

(4) "Health coverage tax credit eligible enrollee" nmeans individual
workers and their qualified famly nmenbers who |ose their jobs due to
the effects of international trade and are eligible for certain trade
adj ust nrent assi stance benefits; or are eligible for benefits under the
alternative trade adjustnent assistance program or are people who
receive benefits fromthe pension benefit guaranty corporation and are
at least fifty-five years old.

(5 "Managed health care systent neans: (a) Any health care
organi zation, including health care providers, insurers, health care
service contractors, health mai ntenance organizations, or any

conbi nation thereof, that provides directly or by contract basic health
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care services, as defined by the admnistrator and rendered by duly
licensed providers, to a defined patient population enrolled in the
plan and in the managed health care system or (b) a self-funded or
self-insured nethod of providing insurance coverage to subsidized
enrol | ees provided under RCW 41. 05. 140 and subject to the limtations
under RCW 70. 47.100(7).

(6) "Subsidized enrollee" neans:

(a) An individual, or an individual plus the individual's spouse or
dependent chil dren:

(((8))) (i) Who is not eligible for nedicare;

((b)y)) (i) Wo is not confined or residing in a governnent-
operated institution, unless he or she neets eligibility criteria
adopt ed by the adm ni strator;

((e)y)) (ii) Who is not a full-tinme student who has received a
tenporary visa to study in the United States;

((())) (iv) VWho resides in an area of the state served by a
managed health care system participating in the plan

((e))) (v) WWhose gross famly income at the time of enroll nment
does not exceed two hundred percent of the federal poverty level as
adjusted for famly size and determned annually by the federal
departnment of health and human services; and

((6)) (vi) Who chooses to obtain basic health care coverage from
a particular managed health care systemin return for periodic paynents
to the plan((=)) .

(b) An individual who neets the requirenents in (a)(i) through (iv)
and (vi) of this subsection and who is a foster parent |icensed under
chapter 74.15 RCW and whose gross famly incone at the tine of
enrol |l nent does not exceed three hundred percent of the federal poverty
level as adjusted for famly size and determined annually by the
federal departnment of health and human services; and

(c) To the extent that state funds are specifically appropriated
for this purpose, with a corresponding federal match, ((*subsidized
enroHee~—alsoe—neans)) an individual, or an individual's spouse or
dependent children, who neets the requirements in (a)(i) through
(())) (v) and ((£)) (wvi) of this subsection and whose gross famly
incone at the tine of enrollnent is nore than two hundred percent, but
| ess than two hundred fifty-one percent, of the federal poverty I|evel
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as adjusted for famly size and determned annually by the federa
departnment of health and human servi ces.

(7) "Nonsubsidi zed enrollee" nmeans an individual, or an individual
plus the individual's spouse or dependent children: (a) Who is not
eligible for nedicare; (b)) who is not confined or residing in a
government -operated institution, unless he or she neets eligibility
criteria adopted by the admnistrator; (c) who is accepted for
enrollnment by the adm nistrator as provided in RCW 48.43.018, either
because the potential enrollee cannot be required to conplete the
standard health questionnaire under RCW 48.43.018, or, based upon the
results of the standard health questionnaire, the potential enrollee
would not qualify for coverage under the Washington state health
i nsurance pool; (d) who resides in an area of the state served by a
managed health care system participating in the plan; ((&4))) (e) who
chooses to obtain basic health care coverage froma particul ar managed
health care system and (({e)})) (f) who pays or on whose behalf is paid
the full costs for participation in the plan, w thout any subsidy from
t he pl an.

(8) "Subsidy" neans the difference between the anount of periodic
paynent the adm nistrator makes to a nmanaged health care system on
behal f of a subsidized enrollee plus the admnistrative cost to the
pl an of providing the plan to that subsidized enrollee, and the anount
determined to be the subsidized enrollee's responsibility under RCW
70.47.060(2).

(9) "Prem unmf neans a periodic paynent, ((based—upon—gross—famty
rhreere)) which an individual, their enployer or another financial
sponsor makes to the plan as consideration for enrollnment in the plan
as a subsidized enrollee, a nonsubsidized enrollee, or a health
coverage tax credit eligible enrollee.

(10) "Rate" nmeans the anmount, negotiated by the admnistrator with
and paid to a participating managed health care system that is based
upon the enroll ment of subsidized, nonsubsidized, and health coverage
tax credit eligible enrollees in the plan and in that system

Sec. 36. RCW70.47.060 and 2006 ¢ 343 s 9 are each anended to read
as foll ows:
The adm ni strator has the foll ow ng powers and duti es:
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(1) To design and fromtime to tine revise a schedule of covered
basi c health care services, including physician services, inpatient and
out pati ent hospital services, prescription drugs and nedi cations, and
other services that may be necessary for basic health care. I n
addition, the admnistrator may, to the extent that funds are
avail able, offer as basic health plan services chem cal dependency
services, nental health services and organ transplant services;
however, no one service or any conbination of these three services
shall increase the actuarial value of the basic health plan benefits by
nore than five percent excluding inflation, as determ ned by the office
of financial managenent. Al subsidized and nonsubsidi zed enrollees in
any participating managed health care system under the WAshi ngton basic
health plan shall be entitled to receive covered basic health care
services in return for premum paynents to the plan. The schedul e of
servi ces shall enphasize proven preventive and primary health care and
shall include all services necessary for prenatal, postnatal, and well -
child care. However, with respect to coverage for subsidized enroll ees
who are eligible to receive prenatal and postnatal services through the
medi cal assi stance program under chapter 74.09 RCW the adm nistrator
shall not contract for such services except to the extent that such
services are necessary over not nore than a one-nonth period in order
to maintain continuity of care after diagnosis of pregnancy by the
managed care provider. The schedul e of services shall also include a
separate schedul e of basic health care services for children, eighteen
years of age and younger, for those subsidized or nonsubsidized
enrol | ees who choose to secure basic coverage through the plan only for
t heir dependent children. In designing and revising the schedul e of
services, the admnistrator shall consider the guidelines for assessing
heal th services under the mandated benefits act of 1984, RCW 48.47. 030,
and such other factors as the adm ni strator deens appropriate.

(2)(a) To design and inplenent a structure of periodic premuns due
the adm nistrator from subsidized enrollees that is based upon gross
famly income, giving appropriate consideration to famly size and the

ages of all famly nenbers. The enrollnment of children shall not
require the enrollnment of their parent or parents who are eligible for
the plan. The structure of periodic premuns shall be applied to

subsidized enrollees entering the plan as individuals pursuant to
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subsection (11) of this section and to the share of the cost of the
plan due from subsidized enrollees entering the plan as enployees
pursuant to subsection (12) of this section.

(b) To determine the periodic premiuns due the adnm nistrator from
subsidized enrollees under RCW 70.47.020(6)(b). Prem uns due for
foster parents with gross famly incone up to two hundred percent of
the federal poverty level shall be set at the mninum prem um anbunt
charged to enrollees with incone below sixty-five percent of the
federal poverty level. Premiuns due for foster parents with gross
famly incone between two hundred percent and three hundred percent of
the federal poverty level shall not exceed one hundred dollars per
nont h.

(c) To determ ne the periodic prem unms due the adm nistrator from
nonsubsi di zed enroll ees. Prem uns due from nonsubsidi zed enroll ees
shall be in an amunt equal to the cost charged by the managed heal th
care systemprovider to the state for the plan plus the adm nistrative
cost of providing the plan to those enrollees and the prem umtax under
RCW 48. 14. 0201.

(((&y)) (d) To determne the periodic premuns due the
adm nistrator from health coverage tax credit eligible enrollees.
Prem uns due from health coverage tax credit eligible enrollees nust be
in an anmount equal to the cost charged by the managed health care
system provider to the state for the plan, plus the adm nistrative cost
of providing the plan to those enrollees and the prem um tax under RCW
48.14.0201. The adm nistrator will consider the inpact of eligibility
determ nation by the appropriate federal agency designated by the Trade
Act of 2002 (P.L. 107-210) as well as the premum collection and
remttance activities by the United States internal revenue service
when determning the adm nistrative cost charged for health coverage
tax credit eligible enroll ees.

(())) (e) An enployer or other financial sponsor may, with the
prior approval of the admnistrator, pay the premum rate, or any
ot her anmount on behalf of a subsidized or nonsubsidized enrollee, by
arrangenent with the enrollee and through a nechani sm acceptable to the
adm ni strator. The admnistrator shall establish a mechanism for
receiving premum paynents from the United States internal revenue
service for health coverage tax credit eligible enroll ees.
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(((e))) ({) To develop, as an offering by every health carrier
provi di ng coverage identical to the basic health plan, as configured on
January 1, 2001, a basic health plan nodel plan with uniformty in
enrol | ee cost-sharing requirenents.

(3) To evaluate, with the cooperation of participating managed
health care system providers, the inpact on the basic health plan of
enrolling health coverage tax «credit eligible enrollees. The
admnistrator shall 1issue to the appropriate commttees of the
| egislature prelimnary evaluations on June 1, 2005, and January 1,
2006, and a final evaluation by June 1, 2006. The eval uation shal
address the nunber of persons enrolled, the duration of their
enrollment, their wutilization of covered services relative to other
basic health plan enrollees, and the extent to which their enroll nent
contributed to any change in the cost of the basic health plan.

(4) To end the participation of health coverage tax credit eligible
enrollees in the basic health plan if the federal governnent reduces or
term nates prem um paynents on their behalf through the United States
i nternal revenue service.

(5 To design and inplenment a structure of enrollee cost-sharing
due a managed health care system from subsi di zed, nonsubsi di zed, and
health coverage tax credit eligible enrollees. The structure shall
di scourage i nappropriate enrollee utilization of health care services,
and may utilize copaynents, deductibles, and other cost-sharing
mechani sms, but shall not be so costly to enrollees as to constitute a
barrier to appropriate utilization of necessary health care services.

(6) To limt enrollnment of persons who qualify for subsidies so as
to prevent an overexpenditure of appropriations for such purposes.
Whenever the admnistrator finds that there is danger of such an
overexpenditure, the adm nistrator shall close enrollnent until the
adm ni strator finds the danger no |onger exists. Such a closure does
not apply to health coverage tax credit eligible enrollees who receive
a premum subsidy fromthe United States internal revenue service as
long as the enrollees qualify for the health coverage tax credit
program

(7) To limt the paynent of subsidies to subsidized enrollees, as
defined in RCW 70.47.020. The |evel of subsidy provided to persons who
qualify may be based on the |owest cost plans, as defined by the
adm ni strator.
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(8) To adopt a schedule for the orderly devel opnent of the delivery
of services and availability of the plan to residents of the state,
subject to the limtations contained in RCW 70.47.080 or any act
appropriating funds for the plan.

(9) To solicit and accept applications from nmanaged health care
systens, as defined in this chapter, for inclusion as eligible basic
health care providers wunder the plan for subsidized enrollees,
nonsubsi di zed enrollees, or health coverage tax credit eligible
enrol | ees. The adm nistrator shall endeavor to assure that covered
basic health care services are available to any enrollee of the plan
fromanong a selection of two or nore participati ng managed health care
systens. In adopting any rules or procedures applicable to managed
health care systenms and in its dealings wth such systens, the
adm ni strator shall consider and nmake suitable all owance for the need
for health care services and the differences in local availability of
health care resources, along wth other resources, wthin and anong the
several areas of the state. Contracts with participating nmanaged
health care systens shall ensure that basic health plan enrollees who
becone eligible for nedical assistance may, at their option, continue
to receive services fromtheir existing providers within the nmanaged
health care system if such providers have entered into provider
agreenents with the departnent of social and health services.

(10) To receive periodic premuns fromor on behalf of subsidized,
nonsubsi di zed, and health coverage tax credit eligible enrollees,
deposit themin the basic health plan operating account, keep records
of enrollee status, and authorize periodic paynents to managed heal th
care systens on the basis of the nunber of enrollees participating in
the respective managed heal th care systens.

(11) To accept applications from individuals residing in areas
served by the plan, on behalf of thenselves and their spouses and
dependent children, for enrollnment in the Washi ngton basic health pl an
as subsidi zed, nonsubsidized, or health coverage tax credit eligible
enrollees, to give priority to nenbers of the WAshi ngton national guard
and reserves who served in QOperation Enduring Freedom Operation Iraqi
Freedom or Operation Noble Eagle, and their spouses and dependents,
for enrollnment in the Washington basic health plan, to establish
appropriate mninmmenrollment periods for enrollees as may be
necessary, and to determne, wupon application and on a reasonable
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schedul e defined by the authority, or at the request of any enroll ee,
eligibility due to current gross famly inconme for sliding scale
prem uns. Funds received by a famly as part of participation in the
adopti on support program aut horized under RCW 26. 33. 320 and 74.13. 100
t hrough 74.13. 145 shall not be counted toward a famly's current gross
famly incone for the purposes of this chapter. Wen an enrollee fails
to report incone or inconme changes accurately, the adm nistrator shal
have the authority either to bill the enrollee for the anmounts overpaid
by the state or to inpose civil penalties of up to two hundred percent
of the anmount of subsidy overpaid due to the enrollee incorrectly
reporting inconme. The admi nistrator shall adopt rules to define the
appropriate application of these sanctions and the processes to
i npl enent the sanctions provided in this subsection, within avail able
resources. No subsidy may be paid with respect to any enrol | ee whose
current gross famly incone exceeds tw ce the federal poverty |evel or,
subject to RCW 70.47.110, who is a recipient of medical assistance or
medi cal care services under chapter 74.09 RCW If a nunber of
enrollees drop their enrollnent for no apparent good cause, the
adm ni strator nmay establish appropriate rules or requirenents that are
applicable to such individuals before they will be allowed to reenrol
in the plan.

(12) To accept applications from business owners on behalf of
thenmsel ves and their enployees, spouses, and dependent children, as
subsi di zed or nonsubsi di zed enroll ees, who reside in an area served by
the plan. The admnistrator may require all or the substanti al
majority of the eligible enployees of such businesses to enroll in the
pl an and establish those procedures necessary to facilitate the orderly
enrol Il ment of groups in the plan and into a nmanaged health care system
The adm nistrator may require that a business owner pay at |east an
anount equal to what the enpl oyee pays after the state pays its portion
of the subsidized premiumcost of the plan on behalf of each enpl oyee
enrolled in the plan. Enrollnment is limted to those not eligible for
medi care who wish to enroll in the plan and choose to obtain the basic
health care <coverage and services from a nmanaged care system
participating in the plan. The adm nistrator shall adjust the anmount
determ ned to be due on behalf of or fromall such enrollees whenever
the anmount negotiated by the adm nistrator with the participating
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managed health care systemor systens is nodified or the admnistrative
cost of providing the plan to such enroll ees changes.

(13) To determne the rate to be paid to each participati ng managed
health care systemin return for the provision of covered basic health
care services to enrollees in the system Al t hough the schedul e of
covered basic health care services will be the same or actuarially
equi val ent for simlar enrol | ees, the rates negotiated wth
partici pati ng nmanaged health care systens nmay vary anong the systens.
In negotiating rates with participating systens, the adm nistrator
shal | consider the characteristics of the popul ations served by the
respective systens, econom c circunstances of the |ocal area, the need
to conserve the resources of the basic health plan trust account, and
other factors the admnistrator finds rel evant.

(14) To nmonitor the provision of covered services to enrollees by
partici pating managed health care systens in order to assure enrollee
access to good quality basic health care, to require periodic data
reports concerning the utilization of health care services rendered to
enrollees in order to provide adequate information for evaluation, and
to i nspect the books and records of participating managed health care
systens to assure conpliance with the purposes of this chapter. I n
requiring reports from participating nmanaged health care systens,
i ncludi ng data on services rendered enrollees, the adm ni strator shal
endeavor to mnimze costs, both to the managed health care systens and
to the plan. The adm nistrator shall coordinate any such reporting
requirenents wth other state agencies, such as the insurance
comm ssioner and the departnent of health, to mnimze duplication of
effort.

(15) To evaluate the effects this chapter has on private enpl oyer-
based health care coverage and to take appropriate nmeasures consi stent
with state and federal statutes that will discourage the reduction of
such coverage in the state.

(16) To devel op a program of proven preventive health neasures and
to integrate it into the plan wherever possible and consistent wth
this chapter.

(17) To provide, consistent wth avail able funding, assistance for
rural residents, underserved popul ati ons, and persons of color.

(18) In consultation with appropriate state and |ocal governnent

Oficial Print - 44 5930- S2. E AMH CODY H3526. 3



0 N O O A WDN PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

agencies, to establish criteria defining eligibility for persons
confined or residing in governnent-operated institutions.

(19) To admnister the premum discounts provided under RCW
48.41.200(3)(a) (i) and (ii) pursuant to a contract with the Wshi ngton
state health insurance pool.

(20) To qgive priority in enrollnent to persons who disenrolled from
the program in order to enroll in nedicaid, and subsequently becane
ineligible for nedicaid coverage.

Sec. 37. RCW48.43.018 and 2004 ¢ 244 s 3 are each anmended to read
as follows:

(1) Except as provided in (a) through (e) of this subsection, a
health carrier may require any person applying for an individual health
benefit plan and the health care authority shall require any person
applying for nonsubsidized enrollnent in the basic health plan to
conplete the standard health questionnaire designated under chapter
48. 41 RCW

(a) If a person is seeking an individual health benefit plan or
enrollnment in the basic health plan as a nonsubsidized enrollee due to
his or her change of residence from one geographic area in Washi ngton
state to another geographic area in Washi ngton state where his or her
current health plan is not offered, conpletion of the standard health
guestionnaire shall not be a condition of coverage if application for
coverage is made within ninety days of relocation.

(b) If a person is seeking an individual health benefit plan or
enrollnment in the basic health plan as a nonsubsidi zed enroll ee:

(i) Because a health care provider with whom he or she has an
established care relationship and from whom he or she has received
treatnent within the past twelve nonths is no longer part of the
carrier's provider network wunder his or her existing Wshington
i ndi vidual health benefit plan; and

(ii) H's or her health care provider is part of another carrier's
or a basic health plan managed care system s provider network; and

(ti1) Application for a health benefit plan under that carrier's
provider network individual coverage or for basic health plan
nonsubsi di zed enrollnent is made within ninety days of his or her
provider |leaving the previous carrier's provider network; then
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conpletion of the standard health questionnaire shall not be a
condi tion of coverage.

(c) If a person is seeking an individual health benefit plan or
enrollnment in the basic health plan as a nonsubsidized enrollee due to
his or her having exhausted continuation coverage provided under 29
US C  Sec. 1161 et seq., conpletion of the standard health
guestionnaire shall not be a condition of coverage if application for
coverage is nmade within ninety days of exhaustion of continuation
cover age. A health <carrier or the health care authority as
adm ni strator of basic health plan nonsubsidi zed coverage shall accept
an application wthout a standard health questionnaire from a person
currently covered by such continuation coverage if application is nmade
within ninety days prior to the date the continuation coverage woul d be
exhausted and the effective date of the individual coverage applied for
is the date the continuation coverage would be exhausted, or wthin
ni nety days thereafter.

(d) If a person is seeking an individual health benefit plan or
enrollnment in the basic health plan as a nonsubsidized enrollee due to
his or her receiving notice that his or her coverage under a conversion
contract is discontinued, conpletion of the standard health
guestionnaire shall not be a condition of coverage if application for
coverage is made within ninety days of discontinuation of eligibility
under the conversion contract. A health carrier or the health care
authority as adm nistrator of basic health plan nonsubsidi zed coverage
shal |l accept an application without a standard health questionnaire
from a person currently covered by such conversion contract if
application is made within ninety days prior to the date eligibility
under the conversion contract would be discontinued and the effective
date of the individual coverage applied for is the date eligibility
under the conversion contract would be discontinued, or within ninety
days thereafter.

(e) If a person is seeking an individual health benefit plan ((ane-

have—gual+f+ed—For)) or enrollnent in the basic health plan as a
nonsubsi di zed enrollee follow ng disenrollnent froma health plan that
is exenpt from continuation coverage provided under 29 U S. C Sec. 1161
et seq., conpletion of the standard health questionnaire shall not be

a condition of coverage if: (1) ((AppHeation—tor—coverage—+s—made
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1163—and—{++)r)) The person had at I|east twenty-four nonths of
conti nuous group coverage including church plans imediately prior to

A N
A Cl C C C i C

bwenty-—four—ronaths—of—contiruous—group—coverage—++H) ) di senrol | ment ;
(ii) application is made no nore than ninety days prior to the date of
((a—eguat+fyngevent)) disenrollnent; and (iii) the effective date of

the individual coverage applied for is the date of ((the—gualfying
event)) disenrollnent, or within ninety days thereafter.

(f) If a person is seeking an individual health benefit plan,
conpletion of the standard health questionnaire shall not be a
condition of coverage if: (i) The person had at |east twenty-four
nont hs of continuous basic health plan coverage under chapter 70.47 RCW
imediately prior to disenrollnent; and (ii) application for coverage
is made within ninety days of disenrollnent fromthe basic health plan.
A health carrier shall accept an application without a standard health
guestionnaire from a person with at least twenty-four nonths of
continuous basic health plan coverage if application is nmade no nore
than ninety days prior to the date of disenrollnent and the effective
date of the individual coverage applied for is the date of
disenrollnent, or within ninety days thereafter.

(2) I f, based upon the results of the standard health
questionnaire, the person qualifies for coverage under the WAshi ngton
state health insurance pool, the follow ng shall apply:

(a) The carrier may decide not to accept the person's application
for enrollnment in its individual health benefit plan and the health
care authority, as adm nistrator of basic health plan nonsubsidi zed
coverage, shall not accept the person's application for enrollnent as
a nonsubsi di zed enroll ee; and

(b) Wthin fifteen business days of receipt of a conpleted
application, the carrier or the health care authority as adm ni strator
of basic health plan nonsubsidized coverage shall provide witten
notice of the decision not to accept the person's application for
enrollment to both the person and the adm nistrator of the Washi ngton

state health insurance pool. The notice to the person shall state that
the person is eligible for health insurance provided by the WAshi ngt on
state health insurance pool, and shall include information about the
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Washi ngton state health insurance pool and an application for such
coverage. |If the carrier or the health care authority as adm nistrator
of basic health plan nonsubsidized coverage does not provide or
post mark such notice within fifteen business days, the application is
deened approved.

(3) If the person applying for an individual health benefit plan:
(a) Does not qualify for coverage under the Washington state health
i nsurance pool based wupon the results of the standard health
guestionnaire; (b) does qualify for coverage under the Washington state
health insurance pool based upon the results of the standard health
guestionnaire and the <carrier elects to accept the person for
enrollnment; or (c) is not required to conplete the standard health
guestionnaire designated under this chapter under subsection (1)(a) or
(b) of this section, the carrier or the health care authority as
adm nistrator of basic health plan nonsubsidized coverage, whichever
entity admnistered the standard health questionnaire, shall accept the
person for enrollnment if he or she resides within the carrier's or the
basic health plan's service area and provide or assure the provision of
all covered services regardless of age, sex, famly structure,
ethnicity, race, health condition, geographic |ocation, enploynent
status, socioeconomc status, other condition or situation, or the
provi sions of RCW49.60.174(2). The conm ssioner may grant a tenporary
exenption from this subsection if, wupon application by a health
carrier, the commssioner finds that the clinical, financial, or
adm ni strative capacity to serve existing enrollees will be inpaired if
a health carrier is required to continue enrollnment of additional
el i gi ble individual s.

Sec. 38. RCW43.70.670 and 2003 ¢ 274 s 2 are each anended to read
as follows:

(1) "Human i mrunodeficiency virus insurance program"™ as used in
this section, neans a programthat provides health i nsurance coverage
for individuals with human i mmunodeficiency virus, as defined in RCW
70.24.017(7), who are not eligible for nedical assistance progranms from
the department of social and health services as defined in RCW
74.09.010(8) and neet eligibility requirements established by the
departnent of health.
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(2) The departnent of health may pay for health i nsurance coverage
on behalf of persons with human imunodeficiency virus, who neet
departnment eligibility requirenents, and who are eligible for
"continuation coverage" as provided by the federal consolidated omni bus
budget reconciliation act of 1985, group health insurance policies, or

i ndi vidual policies. ((Fhe—nrurber—ofihsurance polietessupported-by

PREVENTI ON AND HEALTH PROMOTI ON

NEW SECTION. Sec. 39. (1) The Washington state health care
authority, the departnent of social and health services, the departnent
of labor and industries, and the departnent of health shall, by
Septenber 1, 2007, develop a five-year plan to integrate disease and
accident prevention and health pronotion into state purchased health
prograns that they adm nister by:

(a) Structuring benefits and reinbursenents to pronote healthy
choi ces and di sease and acci dent prevention;

(b) Encouraging enrollees in state health prograns to conplete a
heal th assessnent, and providing appropriate follow up;

(c) Reinbursing for cost-effective prevention activities; and

(d) Developing prevention and health pronotion contracting
standards for state prograns that contract with health carriers.

(2) The plan shall: (a) ldentify any existing barriers and
opportunities to support inplenentation, including needed changes to
state or federal law, (b) identify the goals the plan is intended to
achieve and how progress towards those goals wll be neasured and
reported; and (c) be submtted to the governor and the | egi sl ature upon
conpl eti on.

Sec. 40. RCWA41.05.540 and 2005 c¢c 360 s 8 are each anended to read
as foll ows:
(1) The health care authority, in coordination wth ((the

departrwent—ot—personnel-)) the departnment of health, health plans

participating in public enployees' benefits board prograns, and the
Uni versity of Washington's center for health pronotion, ((my——ereate—a
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shall establish and nmnintain a state enpl oyee health program f ocused on

reducing the health risks and inproving the health status of state
enpl oyees, dependents, and retirees enrolled in the public enployees'
benefits board. The program shall use public and private sector best
practices to achieve goals of neasurable health outcones, neasurable
productivity inprovenents, positive inpact on the cost of nedical care,

and positive return on investnent. The program shall establish
standards for health pronotion and di sease prevention activities, and
develop a nechanism to update standards as evidence-based research
brings new information and best practices forward.

(2) The state enployee health program shall:

(a) Provide technical assistance and other services as needed to
wellness staff in all state agencies and institutions of higher
educat i on;

(b) Develop effective comuni cation tools and ongoing training for
wel | ness staff;

(c) Contract with outside vendors for evaluation of program goals;

(d) Strongly encourage the w despread conpletion of online health
assessnent tools for all state enployees, dependents, and retirees
The health assessnent tool nust be voluntary and confidential. Health
assessnent data and clains data shall be used to:

(i) Engage state agencies and institutions of higher education in
providing evidence-based prograns targeted at reducing identified
health risks;

(ii) @ide contracting with third-party vendors to inplenent
behavi or change tools for targeted high-risk popul ations; and

(iii) Guide the benefit structure for state enpl oyees, dependents,
and retirees to include covered services and nedications known to
manage and reduce health risks.

(3) The health care authority shall report to the legislature in
Decenber 2008 and Decenber 2010 on outcone goals for the enployee
health program

Oficial Print - 50 5930- S2. E AMH CODY H3526. 3



© 00 N O Ol WDN P

W W W W W W W W WNDNDNDNDDDNDNDNDNDNMDNMNMNDNNNMNMNdNMNMNPEPEPRPPRPPRPERPRPRPRPERERPR
0O N O W NPEFP O OOWwNOD O P WNEPEOOMOOLwWNO OoPMowDNDEeR.Oo

NEW SECTION. Sec. 41. A new section is added to chapter 41.05 RCW
to read as foll ows:

(1) The health care authority through the state enployee health
program shal |l inplenent a state enpl oyee health denonstrati on project.
The agencies selected nust: (a) Show a high rate of health risk
assessnent conpletion; (b) docunent an infrastructure capable of
i npl ementi ng enpl oyee health prograns using current and energi ng best
practices; (c) show evidence of senior nmanagenent support; and (d)
together enploy a total of no nore than eight thousand enpl oyees who
are enrolled in health plans of the public enployees' benefits board.
Denonstration project agencies shall operate enpl oyee health prograns
for their enployees in collaboration with the state enployee health

program
(2) Agency denonstration project enployee health prograns:
(a) Shall include but are not |limted to the followng key

el ements: CQutreach to all staff with efforts nmade to reach the | argest
percent age of enpl oyees possible; awareness-building information that
pronotes heal th; notivational opportunities that encourage enpl oyees to
i nprove their health; behavior change opportunities that denonstrate
and support behavior change; and tools to i nprove enpl oyee health care
deci si ons;

(b) Must have wellness staff with direct accountability to agency
seni or managenent;

(c) Shall initiate and maintain enployee health progranms using
current and energing best practices in the field of health pronotion;

(d) May offer enployees such incentives as cash for conpleting
health risk assessnents, free preventive screenings, training in
behavi or change tools, inproved nutritional standards on agency
canpuses, bi ke racks, wal king maps, on-site wei ght reduction prograns,
and regul ar communi cation to pronote personal health awareness.

(3) The state enployee health program shall evaluate each of the
four prograns separately and conpare outcones for each of themwth the
entire state enployee population to assess effectiveness of the
pr ogr ans. Specifically, the program shall neasure at I|east the
foll owi ng outcones in the denonstration popul ation: The reduction in
the percent of the population that is overweight or obese, the
reduction in risk factors related to diabetes, the reduction in risk
factors related to absenteeism the reduction in tobacco consunption,

Oficial Print - 51 5930- S2. E AMH CODY H3526. 3



(62 A W DN P

©O© 00 N O

10
11
12
13
14
15
16
17
18
19
20

21
22
23
24
25
26
27
28
29
30
31
32
33
34

and the increase in appropriate use of preventive health services. The
state enployee health program shall report to the legislature in
Decenber 2008 and Decenber 2010 on the denonstration project.

(4) This section expires June 30, 2011.

PRESCRI PTI ON MONI TORI NG PROGRAM

NEW SECTION. Sec. 42. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Controlled substance" has the neaning provided in RCW
69. 50. 101.

(2) "Departnent” neans the departnent of health.

(3) "Patient"” neans the person or animal who is the ultimte user
of a drug for whom a prescription is issued or for whom a drug is
di spensed.

(4) "D spenser"” neans a practitioner or pharmacy that delivers a
Schedule II, I1l, IV, or V controlled substance to the ultimte user,
but does not i ncl ude:

(a) A practitioner or other authorized person who adm nisters, as
defined in RCW69. 41. 010, a controlled substance; or

(b) A licensed whol esale distributor or manufacturer, as defined in
chapter 18.64 RCW of a controlled substance.

NEW SECTI ON.  Sec. 43. (1) Wen sufficient funding is provided for
such purpose through federal or private grants, or is appropriated by

the legislature, the departnent shall establish and mintain a
prescription nonitoring program to mnmonitor the prescribing and
di spensing of all Schedules I1, 111, 1V, and V controlled substances

and any additional drugs identified by the board of pharmacy as
denonstrating a potential for abuse by all professionals licensed to
prescribe or dispense such substances in this state. The program shal

be designed to inprove health care quality and effectiveness by
reducing abuse of controlled substances, reduci ng duplicative
prescribing and over-prescribing of <controlled substances, and
i nproving controll ed substance prescribing practices with the intent of
eventual |y establishing an el ectronic database available in real tinme
to dispensers and prescribers of control substances. As much as
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possi bl e, the departnment should establish a common database with ot her
st at es.

(2) Except as provided in subsection (4) of this section, each
di spenser shall submt to the departnent by electronic neans
i nformati on regardi ng each prescription dispensed for a drug included
under subsection (1) of this section. Drug prescriptions for nore than
i mredi ate one day use should be reported. The information submtted
for each prescription shall include, but not be limted to:

(a) Patient identifier;

(b) Drug di spensed,;

(c) Date of dispensing;

(d) Quantity dispensed;

(e) Prescriber; and

(f) D spenser.

(3) Each dispenser shall submit the information in accordance with
transm ssi on net hods established by the departnent.

(4) The data subm ssion requirenents of this section do not apply
t o:

(a) Medications provided to patients receiving inpatient services
provi ded at hospitals |icensed under chapter 70.41 RCW or patients of
such hospitals receiving services at the clinics, day surgery areas, or
other settings within the hospital's |license where the nedications are
adm ni stered in single doses; or

(b) Pharnmacies operated by the departnent of corrections for the
purpose of providing nedications to offenders in departnent of
corrections institutions who are receiving pharnmaceutical services from
a departnent of corrections pharmacy, except that the departnment of
corrections nust submt data related to each offender's current
prescriptions for controlled substances upon the offender's release
froma departnment of corrections institution.

(5) The departnent shall seek federal grants to support the
activities described in this act. The departnent may not require a
practitioner or a pharmacist to pay a fee or tax specifically dedicated
to the operation of the system

NEW SECTION. Sec. 44. To the extent that funding is provided for
such purpose through federal or private grants, or is appropriated by
the legislature, the departnent shall study the feasibility of
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enhanci ng the prescription nonitoring program established in section 43
of this act in order to inprove the quality of state purchased health
services by reducing legend drug abuse, reducing duplicative and
over prescri bing of |egend drugs, and inproving | egend drug prescribing
practices. The study shall address the steps necessary to expand the
programto allow those who prescribe or dispense prescription drugs to
performa web-based inquiry and obtain real tine information regarding
the legend drug utilization history of persons for whom they are
providing nedical or pharmaceutical care when such persons are
recei ving health services through state purchased health care prograns.

NEW SECTION. Sec. 45. (1) Prescription information submtted to
the departnent shall be confidential, in conpliance with chapter 70.02
RCW and federal health care information privacy requirenments and not
subject to disclosure, except as provided in subsections (3) and (4) of
this section.

(2) The department shall maintain procedures to ensure that the
privacy and confidentiality of patients and patient information
coll ected, recorded, transmtted, and maintained is not disclosed to
persons except as in subsections (3) and (4) of this section.

(3) The departnment nmay provide data in the prescription nonitoring
programto the follow ng persons:

(a) Persons authorized to prescribe or dispense controlled
substances, for the purpose of providing nedical or pharmaceutical care
for their patients;

(b) An individual who requests the individual's own prescription
nmoni toring information,;

(c) Health professional I|icensing, certification, or regulatory
agency or entity;
(d) Appropriate local, state, and federal |aw enforcenent or

prosecutorial officials who are engaged in a bona fide specific
i nvestigation involving a designated person;

(e) Authorized practitioners of the departnment of social and health
servi ces regardi ng nedi caid program recipients;

(f) The director or director's designee within the departnent of
| abor and industries regardi ng workers' conpensation cl ai mants;

(g) The director or the director's designee within the departnent

Oficial Print - 54 5930- S2. E AMH CODY H3526. 3



© 00 N O Ol WDN P

e e ol
A W N PRFR O

15
16
17
18
19
20
21

22
23

24
25
26
27
28
29
30
31
32
33
34
35

of corrections regarding offenders commtted to the departnent of
corrections;

(h) OQther entities under grand jury subpoena or court order; and

(i) Personnel of the departnment for purposes of adm nistration and
enforcenent of this chapter or chapter 69.50 RCW

(4) The departnent nmay provide data to public or private entities
for statistical, research, or educational purposes after renoving
information that could be used to identify individual patients,
di spensers, prescribers, and persons who received prescriptions from
di spensers.

(5) A dispenser or practitioner acting in good faith is immune from
any civil, crimnal, or admnistrative liability that m ght otherw se
be incurred or inposed for requesting, receiving, or using information
fromthe program

NEW SECTION. Sec. 46. The departnent may contract w th another
agency of this state or wwth a private vendor, as necessary, to ensure
the effective operation of the prescription nonitoring program Any
contractor is bound to <conply wth the provisions regarding
confidentiality of prescription information in section 45 of this act
and is subject to the penalties specified in section 48 of this act for
unl awful acts.

NEW SECTION. Sec. 47. The departnment shall adopt rules to
i npl ement this chapter.

NEW SECTION. Sec. 48. (1) A dispenser who knowingly fails to
submt prescription nonitoring information to the departnment as
required by this chapter or know ngly submts incorrect prescription
information is subject to disciplinary action under chapter 18.130 RCW

(2) A person authorized to have prescription nonitoring information
under this chapter who knowi ngly discloses such information in
violation of this chapter is subject to civil penalty.

(3) A person authorized to have prescription nonitoring information
under this chapter who uses such information in a manner or for a
purpose in violation of this chapter is subject to civil penalty.

(4) In accordance with chapter 70.02 RCW and federal health care
information privacy requirenents, any physician or pharnaci st
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aut hori zed to access a patient's prescription nonitoring nmay di scuss or
rel ease that information to other health care providers involved with
the patient in order to provide safe and appropriate care coordi nati on.

Sec. 49. RCW42.56.360 and 2006 ¢ 209 s 9 and 2006 ¢ 8 s 112 are
each reenacted and anmended to read as foll ows:

(1) The following health care information is exenpt from disclosure
under this chapter

(a) Information obtained by the board of pharmacy as provided in
RCW 69. 45. 090;

(b) Information obtained by the board of pharnmacy or the departnent
of health and its representatives as provided in RCW 69.41.044,
69. 41. 280, and 18. 64. 420;

(c) Information and docunents created specifically for, and
coll ected and nmaintained by a quality inprovenent commttee under RCW
43.70.510 or 70.41.200, or by a peer review commttee under RCW
4.24.250, or by a quality assurance conmttee pursuant to RCW 74. 42. 640
or 18.20.390, and notifications or reports of adverse events or
i ncidents made under RCW 70.56.020 or 70.56.040, regardless of which
agency is in possession of the informati on and docunents;

(d)(i) Proprietary financial and commercial information that the
submtting entity, wth review by the departnment of health
specifically identifies at the tinme it is submtted and that 1is
provided to or obtained by the departnent of health in connection with
an application for, or the supervision of, an antitrust exenption
sought by the submtting entity under RCW 43.72. 310;

(i) If a request for such information is received, the submtting
entity must be notified of the request. Wthin ten business days of
receipt of the notice, the submtting entity shall provide a witten
statenent of the continuing need for confidentiality, which shall be
provided to the requester. Upon receipt of such notice, the departnent
of health shall continue to treat information designated under this
subsection (1)(d) as exenpt from di scl osure;

(tit) If the requester initiates an action to conpel disclosure
under this chapter, the submtting entity nust be joined as a party to
denonstrate the continuing need for confidentiality;

(e) Records of the entity obtained in an action under RCW 18. 71. 300
t hrough 18. 71. 340;
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(f) Except for published statistical conpilations and reports
relating to the infant nortality review studies that do not identify
i ndi vi dual cases and sources of information, any records or docunents
obt ai ned, prepared, or maintained by the |ocal health departnent for
the purposes of an infant nortality review conducted by the depart nent
of health under RCW 70.05.170; ((and))

(g) Conplaints filed under chapter 18.130 RCWafter July 27, 1997,
to the extent provided in RCW18.130.095(1); and

(h) Information obtained by the departnent of health under chapter
70.-- RCW (sections 42 through 48 of this act).

(2) Chapter 70.02 RCW applies to public inspection and copyi ng of
health care information of patients.

STRATEGQ C HEALTH PLANNI NG

NEW SECTION. Sec. 50. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Health care provider" neans an individual who holds a |license
i ssued by a disciplining authority identified in RCW18.130. 040 and who
practices his or her profession in a health care facility or provides
a health service.

(2) "Health facility" or "facility" means hospices |icensed under
chapter 70.127 RCW hospitals licensed under chapter 70.41 RCW rural
health care facilities as defined in RCW 70.175.020, psychiatric
hospitals |icensed under chapter 71.12 RCW nursing honmes |icensed
under chapter 18.51 RCW comunity nmental health centers |icensed under
chapter 71.05 or 71.24 RCW kidney disease treatnent centers,
anbul atory diagnostic, treatnent, or surgical facilities, drug and
al cohol treatnent facilities |licensed under chapter 70.96A RCW and
home health agencies |icensed under chapter 70.127 RCW and includes
such facilities if owned and operated by a political subdivision,
i ncluding a public hospital district, or instrunmentality of the state
and such other facilities as required by federal |aw and inplenenting
regul ati ons.

(3) "Health service" or "service" nmeans that service, including
primary care service, offered or provided by health care facilities and
health care providers relating to the prevention, cure, or treatnent of
illness, injury, or disease.
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(4) "Health service area" neans a geographic region appropriate for
effective health planning that includes a broad range of health
servi ces.

(5 "Ofice" neans the office of financial nanagenent.

(6) "Strategy" neans the statew de health resources strategy.

NEW SECTION. Sec. 51. (1) The office shall serve as a
coordi nating body for public and private efforts to inprove quality in
heal th care, pronote cost-effectiveness in health care, and plan health

facility and health service availability. In addition, the office
shall facilitate access to health care data collected by public and
private or gani zati ons as needed to conduct its pl anni ng

responsibilities.

(2) The office shall

(a) Conduct strategic health planning activities related to the
preparation of the strategy, as specified in this chapter;

(b) Develop a conputerized system for accessing, analyzing, and
di ssem nati ng dat a rel evant to strategic heal th pl anni ng
responsi bilities. The office may contract with an organization to
create the conputerized system capable of neeting the needs of the
of fice;

(c) Maintain access to deidentified data collected and stored by
any public and private organizations as necessary to support its
planning responsibilities, including state-purchased health care
program data, hospital discharge data, and private efforts to coll ect
utilization and clains-related data. The office is authorized to enter
into any data sharing agreenents and contractual arrangenents necessary
to obtain data or to distribute data. Among the sources of
deidentified data that the office my access are any databases
established pursuant to the recommendati ons of the health information
infrastructure advi sory board established by chapter 261, Laws of 2005.
The office may store limted data sets as necessary to support its
activities. Unl ess specifically authorized, the office shall not
collect data directly from the records of health care providers and
health care facilities, but shall nake use of databases that have
al ready coll ected such information; and

(d) Conduct research and analysis or arrange for research and
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anal ysis projects to be conducted by public or private organi zations to
further the purposes of the strategy.

(3) The office shall establish a technical advisory commttee to
assist in the devel opnent of the strategy. Menbers of the commttee
shall include health econom sts, health planners, representatives of
governnent and nongovernnment heal th care purchasers, representatives of
state agencies that use or regulate entities with an interest in health
pl anni ng, representatives of acute care facilities, representatives of
long-termcare facilities, representatives of community-based | ong-term

care providers, representatives of health care providers, a
representative of one or nore federally recognized Indian tribes, and
representatives of health care consuners. The commttee shall include

menbers with experience in the provision of health services to rural
comuni ties.

NEW SECTION. Sec. 52. (1) The office, in consultation with the
techni cal advisory commttee established under section 51 of this act,
shall develop a statewide health resources strategy. The strategy
shal | establish statew de health planning policies and goals related to
the availability of health care facilities and services, quality of
care, and cost of care. The strategy shall identify needs according to
geographic regions suitable for conprehensive health planning as
designated by the office.

(2) The devel opment of the strategy shall consider the follow ng
general goals and principles:

(a) That excess capacity of health services and facilities place
consi derabl e econom ¢ burden on the public who pay for the construction
and operation of these facilities as patients, health insurance
purchasers, carriers, and taxpayers; and

(b) That the devel opnment and ongoi ng nai ntenance of current and
accurate health care information and statistics related to cost and
quality of health care, as well as projections of need for health
facilities and services, are essential to effective strategic health
pl anni ng.

(3) The strategy, with public input by health service areas, shal
i ncl ude:

(a) A health system assessnent and obj ectives conponent that:
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(i) Describes state and regional popul ati on denographics, health
status indicators, and trends in health status and health care needs;
and

(ii) ldentifies key policy objectives for the state health system
related to access to care, health outcones, quality, and cost-
ef fecti veness;

(b) A health care facilities and services plan that shall assess
the demand for health care facilities and services to inform state
heal th planning efforts and direct certificate of need determ nations,
for those facilities and services subject to certificate of need as
provided in chapter 70.38 RCW The plan shall include:

(i) An inventory of each geographic region's existing health care
facilities and services;

(1i) Projections of need for each category of health care facility
and service, including those subject to certificate of need;

(iii) Policies to guide the addition of new or expanded health care
facilities and services to pronote the use of quality, evidence-based,
cost-effective heal th care delivery opti ons, i ncl udi ng any
recommendations for criteria, standards, and nethods relevant to the
certificate of need review process; and

(1v) An assessnent of the availability of health care providers,
public health resources, transportation infrastructure, and other
consi derati ons necessary to support the needed health care facilities
and services in each region;

(c) A health care data resource plan that identifies data el enents
necessary to properly conduct planning activities and to review
certificate of need applications, including data related to inpatient
and outpatient utilization and outcones information, and financial and
utilization infornmation related to charity care, quality, and cost.

The plan shall inventory existing data resources, both public and
private, that store and disclose information relevant to the health
pl anni ng  process, including information necessary to conduct
certificate of need activities pursuant to chapter 70.38 RCW The pl an
shall identify any deficiencies in the inventory of existing data
resources and the data necessary to conduct conprehensive health
pl anning activities. The plan may recommend that the office be

authorized to access existing data sources and conduct appropriate
anal yses of such data or that other agencies expand their data
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collection activities as statutory authority permts. The plan may
identify any conputing infrastructure deficiencies that inpede the
proper storage, transm ssion, and analysis of health planning data.
The plan shall provide recommendations for increasing the availability
of data related to health planning to provide greater community
i nvol venent in the health planning process and consistency in data used
for certificate of need applications and determ nations;

(d) An assessnent of energing trends in health care delivery and
technology as they relate to access to health care facilities and
services, quality of care, and costs of care. The assessnent shal
recommend any changes to the scope of health care facilities and
services covered by the certificate of need program that my be
warranted by these energing trends. In addition, the assessnent may
recommend any changes to criteria used by the departnent to review
certificate of need applications, as necessary;

(e) A rural health resource plan to assess the availability of
heal th resources in rural areas of the state, assess the unnmet needs of
these comunities, and evaluate how federal and state reinbursenent
policies can be nodified, if necessary, to nore efficiently and
effectively neet the health care needs of rural communities. The plan
shal |l consider the unique health care needs of rural communities, the
adequacy of the rural health workforce, and transportation needs for
accessi ng appropriate care.

(4) The office shall submt the initial strategy to the governor by
January 1, 2010. Every two years the office shall submt an updated
strategy. The health care facilities and services plan as it pertains
to a distinct geographic planning region nmay be updated by individual
categories on a rotating, biannual schedul e.

(5) The office shall hold at |east one public hearing and all ow
opportunity to submt witten coments prior to the issuance of the
initial strategy or an updated strategy. A public hearing shall be
held prior to issuing a draft of an updated health care facilities and
services plan, and another public hearing shall be held before fina
adoption of an updated health care facilities and services plan. Any
hearing related to updating a health care facilities and services plan
for a specific planning region shall be held in that region wth
sufficient notice to the public and an opportunity to conment.
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NEW SECTION. Sec. 53. The office shall submt the strategy to the
departnment of health to direct its activities related to the
certificate of need review program under chapter 70.38 RCW As the
health care facilities and services plan is updated for any specific
geographic planning region, the office shall submt that plan to the
departnment of health to direct its activities related to the
certificate of need review program under chapter 70.38 RCW The office
shall not issue determnations of the nerits of specific project
proposal s submtted by applicants for certificates of need.

NEW SECTION. Sec. 54. (1) The office nmay respond to requests for
data and other information from its conputerized system for special

studi es and anal ysis consistent with requirenents for confidentiality
of patient, provider, and facility-specific records. The office may
require requestors to pay any or all of the reasonable costs associ ated
with such requests that m ght be approved.

(2) Data elenents related to the identification of individual
patient's, provider's, and facility's care outcones are confidential,
are exenpt from RCW 42.56. 030 through 42.56.570 and 42.17. 350 through
42.17. 450, and are not subject to discovery by subpoena or adm ssible
as evidence.

Sec. 55. RCW 70.38.015 and 1989 1st ex.s. ¢ 9 s 601 are each
anmended to read as foll ows:

It is declared to be the public policy of this state:

(1) That strategic health planning ((t+e)) efforts nust be supported
by appropriately tailored regulatory activities that can effectuate the
goals and principles of the statewide health resources strategy
devel oped pursuant to chapter 43.-- RCW (sections 50 through 54 of this
act). The inplenentation of the strategy can pronote, maintain, and

assure the health of all <citizens in the state, ((te)) provide
accessible health services, health manpower, health facilities, and
ot her resources while controlling ((exeesstve)) increases in costs, and
((+e)) recogni ze prevention as a high priority in health prograns((—s

esseptab—to—the—health—satety—and—vwelare—of —the—people—ol—the

j Pt )) . | nvol verent in health planning from
bot h consuners and provi ders throughout the state shoul d be encouraged;
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dupH-ecation—or—fragrentatioen)) That the certificate of need programis

a conponent of a health planning requlatory process that is consistent
with the statewide health resources strategy and public policy goals
that are clearly articulated and reqularly updated;

(3) That the devel opnent and nmi ntenance of adequate health care
i nformation, statistics and projections of need for health facilities
and services is essential to effective health planning and resources
devel opnent ;

(4) That the devel opnent of nonregul atory approaches to health care
cost contai nnent shoul d be considered, including the strengthening of
price conpetition; and

(5) That health planning should be concerned with public health and
health care financing, access, and quality, recognizing their close
interrelationship and enphasizing cost control of health services,
i ncludi ng cost-effectiveness and cost-benefit anal ysis.

NEW SECTION. Sec. 56. (1) For the purposes of this section and
RCW 70. 38. 015 and 70.38.135, "statewi de health resource strategy" or
"strategy" neans the statewi de health resource strategy devel oped by
the office of financial managenent pursuant to chapter 43.-- RCW
(sections 50 through 54 of this act).

(2) Effective January 1, 2010, for those facilities and services
covered by the certificate of need progranms, certificate of need
determ nati ons nust be consistent with the statew de health resources
strategy devel oped pursuant to section 52 of this act, including any
heal th planning policies and goals identified in the statewi de health

resources strategy in effect at the time of application. The
departnment may waive specific ternms of the strategy if the applicant
denonstrates that consistency with those terns wll create an undue

burden on the popul ation that a particular project would serve, or in
energency circunstances which pose a threat to public health.

Sec. 57. RCW 70.38.135 and 1989 1st ex.s. ¢ 9 s 607 are each
anmended to read as foll ows:

Oficial Print - 63 5930- S2. E AMH CODY H3526. 3



© 00 N O Ol WDN P

W WWNNNNMNNNMNNMNNMNNNRRRRRRERLERPRPR
NP, O ®© 0~N0 U0 WNEREROOOO-NOOOWUAWNIERO

33

34
35
36

The secretary shall have authority to:

(1) Provide when needed tenporary or intermttent services of
experts or consultants or organi zations thereof, by contract, when such
services are to be perforned on a part tine or fee-for-service basis;

(2) Make or cause to be nade such on-site surveys of health care or
medi cal facilities as may be necessary for the admnistration of the
certificate of need program

(3) Upon review of recomendations, if any, from the board of
health or the office of financial nanagenent as contained in the
Washi ngton health resources strategy:

(a) Promul gate rules under which health care facilities providers
doing business wthin the state shall submt to the departnment such
data related to health and health care as the departnent finds
necessary to the performance of its functions under this chapter;

(b) Promulgate rules pertaining to the mai ntenance and operation of
medical facilities which receive federal assistance under the
provisions of Title XViI;

(c) Promulgate rules in inplenmentation of the provisions of this
chapter, including the establishnent of procedures for public hearings
for predecisions and post-decisions on applications for certificate of
need;

(d) Promulgate rules providing circunstances and procedures of
expedited certificate of need review if there has not been a
significant change in existing health facilities of the sane type or in
the need for such health facilities and services;

(4) Grant allocated state funds to qualified entities, as defined
by the departnment, to fund not nore than seventy-five percent of the
costs of regional planning activities, excluding costs related to
review of applications for certificates of need, provided for in this
chapter or approved by the departnent; and

(5 Contract wth and provide reasonable reinbursenent for
qualified entities to assist in determnations of certificates of need.

HEALTH | NSURANCE PARTNERSHI P
Sec. b58. RCW 70.47A. 010 and 2006 ¢ 255 s 1 are each anended to

read as foll ows:
(1) The legislature finds that many small enployers struggle with
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the cost of providing enployer-sponsored health i nsurance coverage to
their enployees, while others are unable to offer enployer-sponsored
health insurance due to its high cost. Lowwage workers al so struggle
wth the burden of paying their share  of the costs of
enpl oyer -sponsored health insurance, while others turn down their
enpl oyer's offer of coverage due to its costs.

(2) The legislature intends, through establishnment of a ((swaH-
erploeyer)) health insurance partnership program to renpbve economc
barriers to health i nsurance coverage for | ow wage enpl oyees of smal
enpl oyers by building on the private sector health benefit plan system
and encour agi ng enpl oyer and enpl oyee partici pation in
enpl oyer - sponsored health benefit plan coverage.

Sec. 59. RCW 70.47A.020 and 2006 c 255 s 2 are each anended to
read as foll ows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Adm nistrator” nmeans the adm ni strator of the Washington state
health care authority, established under chapter 41.05 RCW

(2) "Board" neans the health insurance partnership board
established in section 61 of this act.

(3) "Eligible ((erpleyee)) partnership participant" means an
i ndi vi dual who:

(a) Is aresident of the state of Washi ngton;

(b) Has famly incone ((ftess—than)) that does not exceed two
hundred percent of the federal poverty level, as determ ned annually by
the federal departnent of health and human services; and

(c) Is enployed by a participating small enployer or is a forner
enployee of a participating small enployer who chooses to continue
receiving coverage through the partnership followng separation from
enpl oynent .

((3))) (4) "Health benefit plan" has the sane neani ng as defi ned

in RCW 48.43.005 ((er—any—plan—provided—by—a—self-—funded—muttiple

((E4)—Program)) (5) "Participating small enployer" neans a smal |

enpl oyer that enploys at | east one eliqgible partnership partici pant and
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has entered into an agreenent with the partnership for the partnership
to offer and admnister the snmall enployer's group health benefit plan,
as defined in federal law, Sec. 706 of ERISA (29 U S.C. Sec. 1167), for
enrollees in the plan.

(6) "Partnership" nmeans the ((sral—enploeyer)) health insurance
partnership ((pregran)) established in RCW70.47A. 030.

((65))) (7) "Partnership participant” neans an enployee of a
participating small enployer, or a forner enployee of a participating
smal |l enpl oyer who chooses to continue receiving coverage through the
partnership follow ng separation from enpl oynent.

(8) "Small enployer"™ has the sane neaning as defined in RCW
48. 43. 005.

((66))) (9) "Subsidy"™ or "premum subsidy" neans paynent or
rei nbursenent to an eligible ((erpleyee)) partnership participant
toward the purchase of a health benefit plan, and nmay include a net
billing arrangenment wth insurance carriers or a prospective or
retrospective paynent for health benefit plan prem uns.

Sec. 60. RCW 70.47A.030 and 2006 c¢c 255 s 3 are each anended to
read as foll ows:
(1) To the extent funding is appropriated in the operating budget

for this purpose, the ((swel—enpleyer)) health insurance partnership
((program ) is established. The adm nistrator shall be responsible for

the inplenmentation and operation of the ((sweH—enrployer)) health
i nsurance partnership ((pregrar), directly or Dby contract. The
adm ni strator shall offer prem um subsidies to eligible ((erployees))
partnership participants under RCW 70. 47A. 040.

(2) Consistent with policies adopted by the board under section 61
of this act, the admnistrator shall, directly or by contract:

(a) Establish and admnister procedures for enrolling small
enployers in the partnership, including publicizing the existence of
the partnership and dissemnating information on enrollnent, and
establishing rules related to mninum participation of enployees in
small groups purchasing health insurance through the partnership.
Qoportunities to publicize the program for outreach and education of
small enployers on the value of insurance shall explore the use of
online enployer quides. As a condition of participating in the
partnership, a small enployer nust agree to establish a cafeteria plan
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under section 125 of the federal internal revenue code that will enable
enpl oyees to use pretax dollars to pay their share of their health
benefit plan prem um The partnership shall provide technical
assistance to small enployers for this purpose;

(b) Establish and adm nister procedures for health benefit plan
enrollnment by enployees of small enployers during open enroll nent
periods and outside of open enrollnent periods upon the occurrence of
any qualifying event specified in the federal health insurance
portability and accountability act of 1996 or applicable state |aw
Neither the enployer nor the partnership shall |limt an enployee's
choice of coverage fromanong all the health benefit plans offered:

(c) Establish and manage a system for the partnership to be
designated as the sponsor or admnistrator of a participating snal
enpl oyer health benefit plan and to undertake the obligations required
of a plan adm nistrator under federal |aw,

(d) Establish and nmanage a systemof collecting and transmtting to
the applicable carriers all prem um paynents or contributions nade by
or on_ behalf of partnership participants, including enployer
contributions, automatic payr ol | deducti ons f or partnership
participants, prem um subsidy paynents, and contributions from
phi | ant hr opi es;

(e) Establish and nanage a systemfor determning eligibility for
and nmeking prem um subsidy paynents under this act;

(f) Establish a nechanism to apply a surcharge to all health
benefit plans, which shall be used only to pay for admnistrative and
operational expenses of the partnership. The surcharge nust be applied
uniformy to all health benefit plans offered through the partnership
and nust be included in the premum for each health benefit plan.
Surcharges nmay not be used to pay any prem um assi stance paynents under
this chapter

(g) Design a schedule of prem um subsidies that is based upon gross
famly incone, giving appropriate consideration to famly size and the
ages of all famly nenbers based on a benchmark health benefit plan
designated by the board. The ampunt of an eligible partnership
participant's prem um subsidy shall be determ ned by applying a sliding
scal e subsidy schedule with the percentage of premiumsimlar to that
developed for subsidized basic health plan enrollees under RCW
70.47. 060. The subsidy shall be applied to the enployee's prem um
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obligation for his or her health benefit plan, so that enployees
benefit financially fromany enployer contribution to the cost of their
coverage through the partnership.

(3) The adm nistrator may enter into interdepartnental agreenents
with the office of the insurance conm ssioner, the departnent of soci al
and health services, and any other state agencies necessary to
inplenent this chapter.

NEW SECTION. Sec. 61. A new section is added to chapter 70.47A
RCWto read as foll ows:

(1) The health insurance partnership board is hereby established.
The governor shall appoint a nine-nenber board conposed as foll ows:

(a) Two representatives of small enpl oyers;

(b) Two representatives of enployees of snall enployers, one of
whom shal | represent | owwage enpl oyees;

(c) Four enployee health plan benefits specialists; and

(d) The adm ni strator.

(2) The governor shall appoint the initial nmenbers of the board to

staggered terns not to exceed four years. |Initial appointnents shal
be made on or before June 1, 2007. Menbers appointed thereafter shal
serve two-year terns. Menbers of the board shall be conpensated in

accordance wth RCW43.03. 250 and shall be reinbursed for their travel
expenses while on official business in accordance with RCW 43.03. 050
and 43.03.060. The board shall prescribe rules for the conduct of its
busi ness. The adm nistrator shall be chair of the board. Meetings of
the board shall be at the call of the chair.

(3) The board nay establish technical advisory conmttees or seek
the advice of technical experts when necessary to execute the powers
and duties included in this section.

(4) The board and enpl oyees of the board shall not be civilly or
crimnally liable and shall not have any penalty or cause of action of
any nature arise against them for any action taken or not taken,
i ncluding any discretionary decision or failure to nmake a discretionary
deci sion, when the action or inaction is done in good faith and in the
performance of the powers and duties under this chapter. Not hing in
this section prohibits | egal actions against the board to enforce the
board's statutory or contractual duties or obligations.
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NEW SECTION. Sec. 62. A new section is added to chapter 70.47A
RCWto read as foll ows:

(1) The health insurance partnership board shall:

(a) Develop policies for enrollnment of small enployers in the
partnership, including mninmm participation rules for small enployer
gr oups. The small enployer shall determne the criteria for
eligibility and enrollnment in his or her plan and the terns and anounts
of the enployer's contributions to that plan, consistent wth any
m ni mum enpl oyer prem um contribution |evel established by the board
under (d) of this subsection;

(b) Designate health benefit plans that are currently offered in
the small group market that will qualify for prem um subsidy paynents.
At least four health benefit plans shall be chosen, with nmultiple
deducti ble and point-of-service cost-sharing options. The health
benefit plans shall range from catastrophic to conprehensive coverage,
and one health benefit plan shall be a high deductible health plan.
Every effort shall be nade to include health benefit plans that include
conponents to maximze the quality of care provided and result in
i nproved heal th outcones, such as preventive care, wellness incentives,
chroni c care nmanagenent services, and provi der network devel opnent and
paynment policies related to quality of care;

(c) Approve a md-range benefit plan fromthose selected to be used
as a benchmark plan for cal cul ating prem um subsi di es;

(d) Determ ne whether there should be a mninmum enpl oyer prem um
contribution on behalf of enployees, and if so, how nmuch;

(e) Determ ne appropriate health benefit plan rating nethodol ogi es.
The met hodol ogi es shall be based on the snmall group adjusted comrunity
rate as defined in Title 48 RCW The board shall evaluate the inpact
of applying the small group community rating wth the partnership
principle of allowing each enployee to choose their health benefit
pl an, and consider options to reduce uncertainty for carriers and
provide for efficient risk managenent of high-cost enrollees through
ri sk adjustnment, reinsurance, or other nechani sns;

(f) Conduct analyses and provide recommendati ons as requested by
the |l egislature and the governor, with the assistance of staff fromthe
health care authority and the office of the insurance comm ssioner.

(2) The board may authorize one or nore |limted health care service
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plans for dental care services to be offered by limted health care
service contractors under RCW 48.44.035. However, such plan shall not
qualify for subsidy paynents.

(3) In fulfilling the requirenents of this section, the board shal
consult with small enployers, the office of the insurance conm ssioner,
menbers in good standing of the American acadeny of actuaries, health
carriers, agents and brokers, and enpl oyees of small business.

Sec. 63. RCW 70.47A.040 and 2006 c 255 s 4 are each anended to
read as foll ows:

((H)) Beginning ((Jy—3—2060%)) Septenber 1, 2008, the
adm ni strator shall accept applications from eligible ((erployees))
partnership participants, on behalf of thenselves, their spouses, and
their dependent children, to receive prem um subsidies through the

((sralH—enployer)) health insurance partnership ((pregram).
(( Dr am N i a

\/
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| ded_in_thi I on—withi e Y

Sec. 64. RCW48.21.045 and 2004 ¢ 244 s 1 are each anended to read
as follows:

(1)(a) An insurer offering any health benefit plan to a small
enpl oyer, either directly or through an association or nenber-governed
group fornmed specifically for the purpose of purchasing health care,
may offer and actively market to the small enployer a health benefit
plan featuring a limted schedule of covered health care services.
Not hing in this subsection shall preclude an insurer fromoffering, or
a small enpl oyer from purchasing, other health benefit plans that may
have nore conprehensive benefits than those included in the product
of fered under this subsection. An insurer offering a health benefit
pl an under this subsection shall clearly disclose all covered benefits
to the small enployer in a brochure filed wth the conm ssioner.

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a
physi ci an |icensed under chapter 18.57 or 18.71 RCWbut is not subject
to the requirenents of RCWA48. 21. 130, 48.21.140, 48.21.141, 48.21.142,
48. 21. 144, 48. 21. 146, 48.21.160 through 48.21.197, 48. 21. 200,
48.21. 220, 48.21.225, 48.21.230, 48.21.235, 48.21.240, 48.21.244,
48.21. 250, 48.21.300, 48.21.310, or 48.21.320.

(2) Nothing in this section shall prohibit an insurer from
offering, or a purchaser from seeking, health benefit plans wth
benefits in excess of the health benefit plan offered under subsection
(1) of this section. Al forms, policies, and contracts shall be

Oficial Print - 71 5930- S2. E AMH CODY H3526. 3



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNNMNDNMNMNMNNNMNPPRPPRPPRPPRPERPEPRPPRPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O W DN e o

submtted for approval to the conm ssioner, and the rates of any plan
offered under this section shall be reasonable in relation to the
benefits thereto.

(3) Premumrates for health benefit plans for small enpl oyers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The insurer shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comrunity rate for:

(1) Geographic area;

(1i) Famly size;

(1i1) Age; and

(1v) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection may not
use age brackets smaller than five-year increnents, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The insurer shall be permtted to develop separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primry
payer. Both rates shall be subject to the requirenents of this
subsection (3).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the enrollnent of the small enployer;

(1i) Changes to the famly conposition of the enployee;

(ti1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(iv) Changes in governnent requirenents affecting the health
benefit pl an.

(g) Rating factors shall produce premuns for identical groups that
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differ only by the anounts attributable to plan design, wth the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier
may develop its rates based on clains costs due to network provider
rei mbursenent schedules or type of network. This subsection does not
restrict or enhance the portability of benefits as provided in RCW
48. 43. 015.

(i) Adjusted comunity rates established under this section shal
pool the nedical experience of all small groups purchasing coverage,
including the small group participants in the health insurance
partnership established in RCW 70.47A 030. However, annual rate
adj ustnents for each small group health benefit plan may vary by up to
pl us or m nus four percentage points fromthe overall adjustnent of a
carrier's entire small group pool, such overall adjustnent to be
approved by the comm ssioner, upon a showing by the carrier, certified
by a nmenber of the Anmerican acadeny of actuaries that: (i) The
variation is a result of deductible |everage, benefit design, or
provi der network characteristics; and (ii) for a rate renewal period,
the projected weighted average of all small group benefit plans wll
have a revenue neutral effect on the carrier's small group pool.
Vari ations of greater than four percentage points are subject to review
by the comm ssioner, and nust be approved or denied within sixty days
of submttal. A variation that is not denied within sixty days shal
be deened approved. The comm ssioner nust provide to the carrier a
detailed actuarial justification for any denial within thirty days of
t he deni al

(4) Nothing in this section shall restrict the right of enployees
to collectively bargain for insurance providing benefits in excess of
t hose provi ded herein.

(5)(a) Except as provided in this subsection, requirenents used by
an insurer in determning whether to provide coverage to a snall
enpl oyer shall be applied uniformy anong all small enpl oyers applying
for coverage or receiving coverage fromthe carrier
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(b) An insurer shall not require a mninum participation |evel
greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(ii) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

(c) I'n applying mninmum participation requirenents with respect to
a small enployer, a snmall enployer shall not consider enployees or
dependents who have simlar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) An insurer may not increase any requirenent for mninmm
enpl oyee participation or nodify any requirenent for m ninum enpl oyer
contribution applicable to a small enployer at any tine after the small
enpl oyer has been accepted for coverage.

(6) An insurer nust offer coverage to all eligible enployees of a
smal | enployer and their dependents. An insurer nmay not offer coverage
to only certain individuals or dependents in a small enployer group or
to only part of the group. An insurer may not nodify a health plan
wWith respect to a snmall enployer or any eligible enployee or dependent,
through riders, endorsenments or otherwise, to restrict or exclude
coverage or benefits for specific diseases, nedical conditions, or
servi ces otherw se covered by the plan.

(7) As wused in this section, "health benefit plan,” "small
enpl oyer," "adjusted community rate,"” and "wellness activities" nean
the sane as defined i n RCW 48. 43. 005.

Sec. 65. RCW48.44.023 and 2004 ¢ 244 s 7 are each anended to read
as follows:

(1)(a) A health care services contractor offering any health
benefit plan to a small enployer, either directly or through an
association or nenber-governed group forned specifically for the
pur pose of purchasing health care, may offer and actively market to the
smal | enployer a health benefit plan featuring a limted schedul e of
covered health care services. Nothing in this subsection shal
preclude a contractor from offering, or a small enployer from
pur chasi ng, other health benefit plans that may have nore conprehensive
benefits than those included in the product offered wunder this
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subsecti on. A contractor offering a health benefit plan under this
subsection shall clearly disclose all covered benefits to the snal
enpl oyer in a brochure filed with the comm ssioner.

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a
physi ci an |icensed under chapter 18.57 or 18.71 RCWbut is not subject
to the requirenents of RCW48. 44. 225, 48. 44. 240, 48. 44. 245, 48. 44. 290,
48. 44. 300, 48.44.310, 48.44.320, 48.44.325, 48.44.330, 48.44.335,
48. 44. 340, 48.44.344, 48.44.360, 48.44.400, 48.44.440, 48.44.450, and
48. 44. 460.

(2) Nothing in this section shall prohibit a health care service
contractor fromoffering, or a purchaser from seeking, health benefit
plans with benefits in excess of the health benefit plan offered under
subsection (1) of this section. All forms, policies, and contracts
shall be submtted for approval to the conm ssioner, and the rates of
any plan offered under this section shall be reasonable in relation to
the benefits thereto.

(3) Premumrates for health benefit plans for small enpl oyers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The contractor shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comrunity rate for:

(1) Geographic area;

(1i) Famly size;

(ri1) Age; and

(1v) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection may not
use age brackets smaller than five-year increnents, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The contractor shall be permtted to devel op separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primry
payer . Both rates shall be subject to the requirenents of this
subsection (3).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.
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(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the enrollnent of the small enployer;

(1i) Changes to the famly conposition of the enployee;

(ti1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(iv) Changes in governnent requirenents affecting the health
benefit pl an.

(g) Rating factors shall produce premuns for identical groups that
differ only by the anounts attributable to plan design, wth the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier
may develop its rates based on clains costs due to network provider
rei mbursenent schedules or type of network. This subsection does not
restrict or enhance the portability of benefits as provided in RCW
48. 43. 015.

(i) Adjusted community rates established under this section shal

pool the nedical experience of all groups purchasing coverage,
including the small group participants in the health insurance
partnership established in RCW 70.47A.030. However, annual rate

adj ustnments for each small group health benefit plan may vary by up to
pl us or m nus four percentage points fromthe overall adjustnent of a
carrier's entire small group pool, such overall adjustnent to be
approved by the comm ssioner, upon a showing by the carrier, certified
by a nmenber of the Anmerican acadeny of actuaries that: (i) The
variation is a result of deductible |everage, benefit design, or
provi der network characteristics; and (ii) for a rate renewal period,
the projected weighted average of all small group benefit plans wll
have a revenue neutral effect on the carrier's small group pool.
Vari ations of greater than four percentage points are subject to review
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by the comm ssioner, and nust be approved or denied within sixty days
of submttal. A variation that is not denied within sixty days shal
be deened approved. The comm ssioner nust provide to the carrier a
detailed actuarial justification for any denial within thirty days of
t he deni al

(4) Nothing in this section shall restrict the right of enployees
to collectively bargain for insurance providing benefits in excess of
t hose provi ded herein.

(5)(a) Except as provided in this subsection, requirenents used by
a contractor in determning whether to provide coverage to a snal
enpl oyer shall be applied uniformy anong all small enpl oyers applying
for coverage or receiving coverage fromthe carrier

(b) A contractor shall not require a mninum participation |eve
greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(ii) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

(c) I'n applying m ninmum participation requirenents with respect to
a small enployer, a small enployer shall not consider enployees or
dependents who have simlar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) A contractor may not increase any requirenent for m ninmm
enpl oyee participation or nodify any requirenent for m ninum enpl oyer
contribution applicable to a small enployer at any tine after the snmall
enpl oyer has been accepted for coverage.

(6) A contractor nust offer coverage to all eligible enployees of
a small enployer and their dependents. A contractor may not offer
coverage to only certain individuals or dependents in a small enployer
group or to only part of the group. A contractor may not nodify a
health plan with respect to a snall enpl oyer or any eligible enpl oyee
or dependent, through riders, endorsenents or otherwise, to restrict or
excl ude coverage or benefits for specific diseases, nedical conditions,
or services otherw se covered by the plan.

Sec. 66. RCW48.46.066 and 2004 ¢ 244 s 9 are each anmended to read

as foll ows:
(1)(a) A health maintenance organization offering any health
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benefit plan to a small enployer, either directly or through an
association or nenber-governed group forned specifically for the
pur pose of purchasing health care, may offer and actively market to the
smal | enployer a health benefit plan featuring a limted schedul e of
covered health care services. Nothing in this subsection shal
preclude a health mai ntenance organi zation from offering, or a small
enpl oyer from purchasing, other health benefit plans that nmay have nore
conpr ehensi ve benefits than those included in the product offered under
this subsection. A health mai ntenance organi zation offering a health
benefit plan under this subsection shall clearly disclose all the
covered benefits to the small enployer in a brochure filed wth the
conm ssi oner.

(b) A health benefit plan offered under this subsection shall
provide coverage for hospital expenses and services rendered by a
physi ci an |icensed under chapter 18.57 or 18.71 RCWbut is not subject
to the requirements of RCW 48. 46. 275, 48. 46. 280, 48. 46. 285, 48. 46. 290,
48. 46. 350, 48.46.355, 48.46.375, 48.46.440, 48.46.480, 48.46.510,
48. 46. 520, and 48. 46. 530.

(2) Nothing in this section shall prohibit a health maintenance
organi zation fromoffering, or a purchaser from seeking, health benefit
plans with benefits in excess of the health benefit plan offered under
subsection (1) of this section. All forms, policies, and contracts
shall be submtted for approval to the conm ssioner, and the rates of
any plan offered under this section shall be reasonable in relation to
the benefits thereto.

(3) Premumrates for health benefit plans for small enpl oyers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The health mintenance organization shall develop its rates
based on an adjusted community rate and may only vary the adjusted
comunity rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age; and

(1v) Wellness activities.

(b) The adjustnent for age in (a)(iii) of this subsection nmay not
use age brackets smaller than five-year increnents, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.
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(c) The health nmaintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renents of this subsection (3).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the enrollnent of the small enployer;

(1i) Changes to the famly conposition of the enployee;

(ti1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(iv) Changes in governnent requirenents affecting the health
benefit pl an.

(g) Rating factors shall produce premuns for identical groups that
differ only by the anounts attributable to plan design, wth the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains a restricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. A carrier
may develop its rates based on clains costs due to network provider
rei nbursenent schedules or type of network. This subsection does not
restrict or enhance the portability of benefits as provided in RCW
48. 43. 015.

(i) Adjusted community rates established under this section shal

pool the nedical experience of all groups purchasing coverage,
including the small group participants in the health insurance
partnership established in RCW 70.47A.030. However, annual rate

adj ustnents for each small group health benefit plan may vary by up to
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pl us or m nus four percentage points fromthe overall adjustnment of a
carrier's entire small group pool, such overall adjustnment to be
approved by the comm ssioner, upon a showing by the carrier, certified
by a nmenber of the Anmerican acadeny of actuaries that: (i) The
variation is a result of deductible |everage, benefit design, or
provi der network characteristics; and (ii) for a rate renewal period,
the projected weighted average of all small group benefit plans wll
have a revenue neutral effect on the carrier's small group pool.
Vari ations of greater than four percentage points are subject to review
by the comm ssioner, and nust be approved or denied within sixty days
of submttal. A variation that is not denied within sixty days shal
be deened approved. The comm ssioner nust provide to the carrier a
detailed actuarial justification for any denial within thirty days of
t he deni al

(4) Nothing in this section shall restrict the right of enployees
to collectively bargain for insurance providing benefits in excess of
t hose provi ded herein.

(5) (a) Except as provided in this subsection, requirenments used by
a health maintenance organization in determ ning whether to provide
coverage to a small enployer shall be applied uniformy anong all snal
enpl oyers appl ying for coverage or receiving coverage fromthe carrier.

(b) A health maintenance organi zation shall not require a m ni num
participation |evel greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(ii) Seventy-five percent of eligible enployees working for groups
with nore than three enpl oyees.

(c) I'n applying m ninmum participation requirenents with respect to
a small enployer, a snmall enployer shall not consider enployees or
dependents who have simlar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) A health nmaintenance organization may not increase any
requirenent for mninum enployee participation or nodify any
requi renment for mninum enployer contribution applicable to a small
enpl oyer at any tine after the small enployer has been accepted for
cover age.

(6) A health maintenance organization nust offer coverage to all
eligible enpl oyees of a snmall enployer and their dependents. A health
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mai nt enance organization may not offer coverage to only certain
i ndi viduals or dependents in a small enployer group or to only part of
the group. A health maintenance organization may not nodify a health
plan with respect to a small enployer or any eligible enployee or
dependent, through riders, endorsenents or otherwise, to restrict or
excl ude coverage or benefits for specific diseases, nedical conditions,
or services otherw se covered by the plan.

NEW SECTION. Sec. 67. On or before Decenber 1, 2008, the health
i nsurance partnership board shall submt a report to the governor and
the legislature that includes an inplenentation plan to incorporate the
individual and small group health insurance markets into the
partnership program |In preparing the report, the board shall exam ne
at least the foll ow ng issues:

(1) The inpact of these markets being incorporated into the
partnership, wth respect to the utilization of services and cost of
heal th plans offered through the partnership;

(2) The inpact of applying small group health benefit plan
regul ations on access to health services and the cost of coverage for
t hese markets; and

(3) How the conposition of the board should be nodified to refl ect
the incorporation of the individual and small group markets in the
part nershi p.

NEW SECTION. Sec. 68. On or before Decenber 1, 2009, the health
i nsurance partnership board shall submt a report and recommendati ons
to the governor and the |egislature regarding:

(1) The risks and benefits of additional markets participating in
t he partnership:

(a) The report shall exam ne the follow ng nmarkets:

(i) Washington state health insurance pool under chapter 48.41 RCW

(1i1) Basic health plan under chapter 70.47 RCW

(ti1) Public enployees' benefits board enrollees under chapter
41. 05 RCW and

(1v) Public school enployees; and

(b) The report shall exam ne at |east the follow ng issues:

(i) The inpact of these markets participating in the partnership,
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with respect to the utilization of services and cost of health plans
of fered through the partnership;

(1i) Wether any distinction should be nmade in participation
between active and retired enployees enrolled in public enployees'
benefits board plans, giving consideration to the inplicit subsidy that
nonmedi care-eligible retirees currently benefit from by being pool ed
with active enployees, and how nedicare-eligible retirees would be
af f ect ed;

(tit) The inpact of applying small group health benefit plan
regul ations on access to health services and the cost of coverage for
t hese markets; and

(iv) If the board recommends the inclusion of additional markets,
how the conposition of the board should be nodified to reflect the
participation of these markets; and

(2) The risks and benefits of establishing a requirenent that
residents of the state of Washi ngton age ei ghteen and over obtain and
mai ntain affordable creditable coverage, as defined in the federal
heal th insurance portability and accountability act of 1996 (42 U.S.C.
Sec. 300gg(c)). The report shall address the question of how a
requi rement that residents maintain coverage could be enforced in the
state of Washi ngt on.

Sec. 69. RCW 70.47A.050 and 2006 c 255 s 5 are each anended to
read as foll ows:

Enrollment in the ((sraH—enploeyer)) health insurance partnership
((pregram ) 1s not an entitlenent and shall not result in expenditures
that exceed the anmount that has been appropriated for the programin
t he operating budget. If it appears that continued enrollnent wll
result in expenditures exceeding the appropriated level for a
particul ar fiscal year, the adm nistrator may freeze new enrol |l nent in
the program and establish a waiting list of eligible enployees who
shal | receive subsidies only when sufficient funds are avail abl e.

Sec. 70. RCW 70.47A.060 and 2006 c¢c 255 s 6 are each anended to
read as fol |l ows:
The admnistrator shall adopt all rules necessary for the

i npl enentati on and operation of the ((smralH—enployer)) health insurance
partnership ((pregram). As part of the rul e devel opnent process, the
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adm nistrator shall consult with small enployers, carriers, enployee
organi zations, and the office of the insurance conm ssioner under Title
483 RCWto determ ne an effective and efficient nethod for the paynent
of subsidies under this chapter. All rules shall be adopted in
accordance with chapter 34.05 RCW

Sec. 71. RCW 70.47A. 080 and 2006 c¢c 255 s 8 are each anended to
read as foll ows:

The ((swaH—enployer)) health insurance partnership ((pregran))

account is hereby established in the custody of the state treasurer

Any nongeneral fund--state funds collected for the ((swalH—enployer))
health insurance partnership ((pregran)) shall be deposited in the

((small—ermployer)) health insurance partnership ((pregrar)) account.
Moneys in the account shall be used exclusively for the purposes of
adm nistering the ((swall—enploeyer)) health insurance partnership
((pregram ), including paynents to ((partietpatingranaged—healthcare

systens)) insurance carriers on behalf of ((sraH—erpltoyer)) health
i nsurance partnership enrollees. Only the adm nistrator of the health

care authority or his or her designee may authorize expenditures from
t he account. The account is subject to allotnment procedures under
chapter 43.88 RCW but an appropriation is not required for
expendi t ur es.

NEW SECTION. Sec. 72. (1) The office of the insurance
commi ssioner shall contract for an independent study of health benefit
mandates, rating requirenents, and insurance statutes and rules to
determne the inpact on premuns and individuals' health if those
statutes or rules were anended or repeal ed.

(2) The office of the insurance conm ssioner shall submt an
interim report to the governor and appropriate conmttees of the
| egi sl ature by Decenber 1, 2007, and a final report by Decenber 1,
2008.

PUBLI C HEALTH

NEW SECTION. Sec. 73. A new section is added to chapter 43.70 RCW
to read as foll ows:
(1) Protecting the public's health across the state is a
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fundanental responsibility of the state. Wth any new state funding of
the public health system as provided in section 74 of this act, the
state expects that neasurable benefits will be realized to the health
of the residents of Washington. A transparent process that shows the
i npact of increased public health spending on performance neasures
related to the health outconmes in subsection (2) of this section is of
great value to the state and its residents. In addition, a well-funded
public health systemis expected to becone a nore integral part of the
state's energency preparedness system

(2) Distributions fromthe | ocal public health financing account in
section 74 of this act shall deliver the follow ng outcones, subject to
the availability of anpbunts appropriated to the account for this
speci fi c purpose:

(a) Create a di sease response system capabl e of responding at al
tinmes;

(b) Stop the increase in, and reduce, sexually transmtted di sease
rates;

(c) Reduce vacci ne prevent abl e di seases;

(d) Build capacity to quickly contain di sease out breaks;

(e) Decrease childhood and adult obesity and types | and Il
di abetes rates, and resulting kidney failure and dial ysis;

(f) I'ncrease chil dhood i muni zation rates;

(g) Inprove birth outcones and decrease child abuse;

(h) Reduce ani mal -to-human di sease rates; and

(1) Mnitor and protect drinking water across jurisdictional
boundari es.

(3) Benchmarks for these outconmes shall be drawn fromthe nationa
heal t hy peopl e 2010 goals, other reliable data sets, and any subsequent
nati onal goal s.

NEW SECTION. Sec. 74. A new section is added to chapter 43.70 RCW
to read as foll ows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Base year funding" nmeans the 2007 budgeted anount of | ocal
funding for public health functions passed through ordi nance by each
county by Decenber 31, 2006
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(b) "Core public health functions of statew de significance" or
"public health functions" neans health services that:

(i) Address: Communi cabl e disease prevention and response;
preparation for, and response to, public health energencies caused by
pandem ¢ di sease, earthquake, flood, or terrorism prevention and
managenent of chronic di seases and disabilities; pronotion of healthy
famlies and the devel opnent of children; assessnent of |ocal health
conditions, risks, and trends, and evaluation of the effectiveness of
intervention efforts; and environnmental health concerns;

(ii) Pronmote uniformty in the public health activities conducted
by all local health jurisdictions in the public health system increase
the overall strength of the public health system or apply to broad
public health efforts; and

(iii) If left neglected or inadequately addressed, are reasonably
likely to have a significant adverse inpact on counties beyond the
borders of the local health jurisdiction.

(c) "Local funding" neans discretionary |ocal resources for public
health functions, including anmounts from general and special revenue
funds, but excluding anmounts received fromfees and |icenses and ot her
user fee types of paynents for service. "Local funding" does not
i ncl ude paynents received fromthe state or federal governnent.

(d) "Local health jurisdiction"™ or "jurisdiction" nmeans a county
board of health organized under chapter 70.05 RCW a health district
organi zed under chapter 70.46 RCW or a conbined city and county health
departnment organi zed under chapter 70.08 RCW

(e) "Population" nmeans the nost recent popul ation estimates by the
of fice of financial managenent for state revenue allocations.

(2) The local public health financing account is created in the
state treasury. Expendi tures from the account nust be used for the
pur poses specified in subsections (3) and (4) of this section, except
for such noneys appropriated to the departnment of health for the
pur pose of conducting its responsibilities under sections 75, 76, and
78 of this act.

(3) During the nonth of January 2008, and during the nonth of each
January thereafter, the state treasurer shall distribute fromthe | ocal
public health financing account any anmounts in the account up to a
maxi mum of five mllion four hundred twenty-five thousand dollars to be
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shared equal |y anmongst all |ocal health jurisdictions to address core
public health functions of statew de significance.

(4) During the nonth of January 2008, and during the first nonth of
each fiscal quarter thereafter, the state treasurer, in consultation
with the departnent of revenue or the departnent of health, as
necessary, shall distribute noney in the |ocal public health financing
account as provided in this subsection. The distributions under this
subsection (4) are subsequent to the distribution under subsection (3)
of this section.

Appropriated funds remaining followng the distribution of noneys
under subsection (3) of this section nust be apportioned to |ocal
health jurisdictions in the manner provided in this subsection (4).
The apportionnment factor for each jurisdiction is the popul ation of the
jurisdiction's county as a percentage of the statew de popul ation for
the prior cal endar year. For two or nore counties that have jointly
created a health district under chapter 70.46 RCW the conbined
popul ation of all counties conprising the health district nust be used.
Money received by a jurisdiction under this subsection (4) nust be used
to fund core public health functions of statew de significance, and
until July 1, 2008, noney shall be used to fund only known deficiencies
in core public health functions of statewde significance of the
jurisdiction.

(5) To receive distributions under subsections (3) and (4) of this
section in cal endar year 2010 and thereafter, total |ocal funding spent
by the jurisdiction on public health functions in the cal endar year
prior to the previous cal endar year nust have equal ed or exceeded base
year fundi ng. The departnment of health shall notify the state
treasurer to discontinue distributions if the jurisdiction does not
meet this requirenent.

(6) In the event of an extraordinary financial circunstance beyond
the control of a county that results in funding for |ocal public health
functions being reduced to an anount | ower than the base year funding,
the county nay petition the secretary for a waiver from the |oca
fundi ng requirenment in subsection (5) of this section. The secretary,
after reviewing the county's petition and determ ning that the |oca
fundi ng reduction is necessary, nmay grant the county a waiver fromthe
requi renents of subsection (5) of this section. In order for the
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wai ver to continue beyond one calendar year, the county nust
denonstrate to the secretary that an effort is being nade to restore
funding to the base year funding |evel.

(7) The departnent may adopt rules necessary to admnister this
section.

NEW SECTION. Sec. 75. A new section is added to chapter 43.70 RCW
to read as foll ows:

(1) The departnent shall acconplish the tasks included in
subsection (2) of this section by utilizing the expertise of varied
interests, as provided in this subsection.

(a) In addition to the perspectives of local health jurisdictions,
the state board of health, the Wshington health foundation, and
departnment staff that are currently engaged in devel opnent of the
public health services inprovenent plan under RCW 43.70.520, the
secretary shall actively engage:

(1) Individuals or entities with expertise in the devel opnent of
performance neasures, accountability and systens managenent, such as
the University of Washington school of public health and conmmunity
medi ci ne, and experts in the devel opnent of evidence-based nedical
gui delines or public health practice guidelines; and

(i1) Individuals or entities who will be inpacted by perfornance
nmeasur es devel oped under this section and have rel evant expertise, such
as community clinics, public health nurses, large enployers, triba
health providers, famly planning providers, and physicians.

(b) I'n devel oping the perfornmance neasures, consideration shall be
given to levels of perfornmance necessary to pronote uniformty in core
public health functions of statewi de significance anong all |ocal
heal th jurisdictions, best scientific evidence, national standards of
performance, and innovations in public health practice. The
performance neasures shall be devel oped to neet the goals and outcones
in section 1 of this act. The office of the state auditor shall
provide advice and consultation to the commttee to assist in the
devel opnent of effective performance neasures and health status
i ndi cat ors.

(c) On or before Novenber 1, 2007, the experts assenbl ed under this
section shall provide reconmendations to the secretary related to the
activities and services that qualify as core public health functions of
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statew de significance and perfornmance neasures. The secretary shal
provi de witten justification for any departure from the
recommendat i ons.

(2) By January 1, 2008, the departnent shall

(a) Adopt a prioritized list of activities and services perforned
by local health jurisdictions that qualify as core public health
functions of statewi de significance as defined in section 74 of this
act; and

(b) Adopt appropriate performance neasures with the intent of
i nproving health status indicators applicable to the core public health
functions of statew de significance that |ocal health jurisdictions
must provide pursuant to section 74 of this act.

(3) The secretary may revise the list of activities and the
performance neasures in future years as appropriate. Prior to
nodi fying either the list or the performance neasures, the secretary
must provide a witten explanation of the rationale for such changes.

(4) The departnent and the |ocal health jurisdictions shall abide
by the prioritized list of activities and services and the performance
measur es devel oped pursuant to this section.

(5) The departnent, in consultation with representatives of county
governnents, shal | provide | ocal jurisdictions wth financial
i ncentives to encourage and increase |local investnents in core public
health functions. The local jurisdictions shall not supplant existing
| ocal funding with such state-incented resources.

NEW SECTION. Sec. 76. A new section is added to chapter 43.70 RCW
to read as foll ows:

Begi nni ng Novenber 15, 2009, the departnent shall report to the
| egi sl ature and the governor annually on the distribution of funds
under section 74 of this act and the use of those funds. The initial
report nust discuss the performance neasures adopted by the secretary
and any inpact the funding in this act has had on local health
jurisdiction performance and health status indicators. Future reports
shall evaluate trends in performance over tine and the effects of
expendi tures on performance over tine.

Sec. 77. RCW 43. 70.520 and 1993 c 492 s 467 are each amended to
read as foll ows:

Oficial Print - 88 5930- S2. E AMH CODY H3526. 3



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNMNDNMNDNDDNNMNDMNMNMNMNMNNMNPEPPRPPRPPRPPRPERPEPRPRPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N Ok W DN e o

(1) The legislature finds that the public health functions of
community assessnent, policy developnent, and assurance of service
delivery are essential elenents in achieving the objectives of health
reform in Washington state. The legislature further finds that the
popul ati on-based services provided by state and | ocal heal t h
departnments are cost-effective and are a critical strategy for the
| ong-term contai nnent of health care costs. The | egislature further
finds that the public health systemin the state |acks the capacity to
fulfill these functions consistent with the needs of a reforned health
care system The leqgislature further finds that public health nurses
and nursing services are an essential part of our public health system
delivering evidence-based care and providing core services including
prevention of illness, injury, or disability; the pronotion of health,;
and nai ntenance of the health of popul ations.

(2) The departnent of health shall develop, in consultation with
| ocal health departnents and districts, the state board of health, the
heal th services comm ssion, area Indian health service, and other state
agencies, health services providers, and citizens concerned about
public health, a public health services inprovenent plan. The pl an
shall provide a detailed accounting of deficits in the core functions
of assessnent, policy devel opnent, assurance of the current public
health system how additional public health funding would be used, and
describe the benefits expected from expanded expenditures.

(3) The plan shall include:

(a) Definition of mninmum standards for public health protection
t hrough assessnent, policy devel opnent, and assurances:

(1) Enuneration of comrunities not neeting those standards;

(1i) A budget and staffing plan for bringing all conmmunities up to
m ni mum st andar ds;

(ii1) An analysis of the costs and benefits expected from adopti ng
m ni nrum public health standards for assessnent, policy devel opnent, and
assurances;

(b) Recomended strategies and a schedule for inproving public
heal th prograns throughout the state, including:

(1) Strategies for transferring personal health care services from
the public health system into the uniform benefits package where
f easi bl e; and

Oficial Print - 89 5930- S2. E AMH CODY H3526. 3



© 00 N O Ol WDN P

W W W W W W W W WNMNDNDNDNDDDNDNDNDNDNMDNMNDNNNMNMNdNNPEPEPRPPRPPRPERPRPRPRPRERERPR
0O N Ol A WNPEFP O OOWwNOD O P WNPEPEOOOOOWwNOO O~ owdNDEe. o

(i) ((Tiw . L 6 undi : blie healtl :
Linked e b et : : : blic health)) Linkin

funding for public health services to performnce neasures that rel ate
to achieving inproved health outcones; and

(c) A recommended |evel of dedicated funding for public health
services to be expressed in terns of a percentage of total health
service expenditures in the state or a set per person anount; such
recomendati on shall also include nethods to ensure that such funding
does not supplant existing federal, state, and | ocal funds received by
| ocal health departnents, and nethods of distributing funds anong | oca
heal t h departnents.

(4) The departnent shall coordinate this planning process with the
study activities required in section 258, chapter 492, Laws of 1993.

(5 By WMrch 1, 1994, the departnent shall provide initial
recomendati ons of the public health services inprovenent plan to the
| egislature regarding mninmum public health standards, and public
heal th prograns needed to address urgent needs, such as those cited in
subsection (7) of this section.

(6) By Decenber 1, 1994, the departnent shall present the public
health services inprovenent plan to the legislature, with specific
recommendati ons for each elenent of the plan to be inplenented over the
period from 1995 t hrough 1997.

(7) Thereafter, the departnent shall wupdate the public health
services i nprovenent plan for presentation to the legislature prior to
t he begi nning of a new bi enni um

(8) Anpbng the specific popul ation-based public health activities to
be considered in the public health services inprovenent plan are:
Heal th data assessnment and chronic and infectious di sease surveill ance;
rapi d response to out breaks of communi cabl e di sease; efforts to prevent
and control specific communicabl e diseases, such as tuberculosis and
acquired inmmune deficiency syndrone; health education to pronote
heal t hy behaviors and to reduce the preval ence of chronic disease, such
as those linked to the use of tobacco; access to primary care in
coordination with existing comunity and migrant health clinics and
other not for profit health care organizations; prograns to ensure
children are born as healthy as possible and they receive i mmuni zati ons
and adequate nutrition; efforts to prevent I ntenti onal and
uni ntentional injury; progranms to ensure the safety of drinking water
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and food supplies; poison control; traunma services; and other
activities that have the potential to inprove the health of the
popul ati on or special populations and reduce the need for or cost of
heal th servi ces.

NEW SECTION. Sec. 78. A new section is added to chapter 43.70 RCW
to read as foll ows:

(1) Each local health jurisdiction shall submt to the secretary
such data as the secretary determnes is necessary to allow the
secretary to assess whether the local health jurisdiction has used the
funds in a manner consistent with achieving the performance neasures in
section 75 of this act.

(2) If the secretary determnes that the data submtted
denonstrates that the local health jurisdiction is not spending the
funds in a manner consistent with achi eving the perfornmance neasures,
the secretary shall:

(a) Provide a report to the governor identifying the |ocal health
jurisdiction and the specific itens that the secretary identified as
i nconsistent with achieving the perfornmance neasures; and

(b) Require that the local health jurisdiction submt a plan of
correction to the secretary within sixty days of receiving notice from
the secretary, which explains the neasures that the jurisdiction wl]l
take to resunme spending funds in a manner consistent with achieving the
perfornmance neasures. The secretary shall provide technical assistance
to the local health jurisdiction to support the jurisdiction in
successfully conpleting the activities included in the plan of
correction.

(3) Upon a determnation by the secretary that a l|local health
jurisdiction that had previously been identified as not spending the
funds in a manner consistent wth achieving the performance neasures
has resunmed consi stency, the secretary shall notify the governor that
the jurisdiction has returned to consistent status.

(4) Any local health jurisdiction that has not resunmed spending
funds in a manner consistent wth achieving the performance neasures
within one year of the secretary reporting the jurisdiction to the
governor shall be precluded from receiving any funds from the | oca
public health financing account established in section 74 of this act.
Funds may resune once the |ocal health jurisdiction has denonstrated to
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the satisfaction of the secretary that it has returned to consistent
st at us. The secretary shall inform the state treasurer of any
determ nations by the secretary regarding the eligibility status of a
| ocal health jurisdiction to receive funds fromthe |ocal public health
fi nanci ng account.

NEW SECTION. Sec. 79. The followng acts or parts of acts are
each repeal ed:

(1) RCW 70.38.919 (Effective date--State health plan--1989 1st
ex.s. ¢ 9) and 1989 1st ex.s. ¢ 9 s 610; and

(2) 2006 c 255 s 10 (uncodified).

NEW SECTION. Sec. 80. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 81. Sections 42 through 48 of this act
constitute a new chapter in Title 70 RCW

NEW SECTION. Sec. 82. Sections 50 through 54 of this act
constitute a new chapter in Title 43 RCW

NEW SECTION. Sec. 83. Subheadings used in this act are not any
part of the | aw

NEW SECTION. Sec. 84. Sections 18 through 22 of this act take
ef fect January 1, 2009.

NEW SECTION. Sec. 85. If specific funding for the purposes of the
follow ng sections of this act, referencing the section of this act by
bill or chapter nunmber and section nunber, is not provided by June 30,
2007, in the ommibus appropriations act, the section is null and void:

(1) Section 9 of this act (Washington state quality forum;

(2) Section 10 of this act (health records banking pilot project);

(3) Section 14 of this act;

(4) Section 40 of this act (state enployee health program;
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(5) Section 41 of this act (state enployee health denonstration
proj ect);

(6) Sections 50 through 57 of this act;

(7) Section 62 of this act (health insurance partnership board);

(8) Section 72 of this act (office of 1insurance comm ssioner
i ndependent study).

NEW SECTION. Sec. 86. Sections 58 through 63 of this act are
necessary for the imedi ate preservation of the public peace, health,
or safety, or support of the state governnment and its existing public
institutions, and take effect July 1, 2007."

Correct the title.

EFFECT: The health care authority is given greater flexibility in
inpl ementing a shared decision-naking denonstration project. The
authority may solicit and accept in-kind contributions as well as funds
to operate the denonstration and may scale the evaluation to fit wthin
avai |l abl e funds. The null and void clause for the shared deci sion-
maki ng denonstration is renoved. The departnent of health shall report
adverse events that occur in a hospital to the quality forumto assi st
in its research on health care quality, evidence-based nedicine, and
patient safety. Replacenent plans offered through the Washington State
Heal t h I nsurance Pool nust not significantly limt access to the kinds
of services covered under the replacenent plan. The requirenent that
the health care authority prioritize funding for community health
clinics whose clients do not inappropriately use energency roons isS
del et ed. The requirenent that prescribers imediately submt
prescription information on controlled substances to the prescription
nmonitoring program is del eted. The small enployer health insurance
programis renaned the health insurance partnership. The requirenent
that the actuarial value of a health benefit plan avail able through the
program be equivalent to the basic health plan is deleted. A nine
menber partnership board is established to develop policies for
enrol I ment, designate health benefit plans offered in the small group
mar ket that qualify for a subsidy, determ ne whether there should be a
m ni mum enpl oyer prem um contribution, determne appropriate health
benefit plan rating nethodol ogies, conduct analyses and provide
recommendati ons as requested by the Governor and the Legislature, and
aut horize one or nore limted health care service plans for dental care
servi ces. Establishes the Local Public Health Financing Account
(Account) to fund public health services provided by local health
jurisdictions. The first $5,425,000 of the funds are to be distributed
equally to all local health jurisdictions and any renai ning funds are
to be distributed to jurisdictions on a per capita basis. Drects the
Departnent of Health to develop a list of services and activities that
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qualify for funding from the Account and performance neasures
applicable to those services and activities. The Departnent of Health
must report to the Legislature annually on the distribution of funds
and the inpact of the funding on the performance of |local health
jurisdictions. The Secretary of Health is to determ ne whether or not
the funds are being spent in a nmanner consistent with achieving the
performance neasures and report to the Governor if a jurisdiction is
not consistent and provide technical assistance to that jurisdiction.
Funds may be discontinued if the jurisdiction is not consistent with
performance neasures within one year.

~-- END ---
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